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A aiTa.n,<;vm,-nl of tliiH book 


, , in i.iv|i;u'i„n. (bi.s K(li(,ii)n. i(, 

has boun Iuu.hI o.vosoary U, r.-wrlio roosi.loraJ.Io pori.ion.s 
ol^iuatry .,r (ho .•h.-,|,(,or... Homo of (bo illuH(,n.,l,ion,s con- 
tmnmd i„ (ho (brnn-r (.Ibbrns am no lon^vr .n,pposi(,c ■ 
otJmm lm,vo boo,. ,mb,s(.i(,„to,l i„ H.o p|,.,,oo of (,I,o.o for 

.y.N aJw.nyc .i....,i..aJ,Ioa.s (homos possible b illustmb ' 1 ,bo 

pnii.oph.::,,( I'ohl.oal Kennomy l.ynpplyi„rr (Jioni (,o U,(. 

New chap(m'H have boon 
mbbsl on (4.0 N;.(,.o„,..li.„..,l.io„ of (ho I,.,ml, and on Local 
lnxa,bon. In tH-Imh. <.i.ap(,o,- of U.o vol.nno an a.(,(,on.p( 

boon nimlo (., solvo ihosoniowhal, .•oi..p|i,.a,(,o,l ocoi.o- 
inic <iuos(io., of (i... ii.oidom.o of locd (,a,xa.(,ion 

vvlnm mion am in.p,,aod iipn,. diff,lii.ida <,f pn.po.bv 
such as land, hnuaoa. ,4.op:;. mminlhc(.o,-io,!, niilways 
works, and walo,. wo.^ka, I,, d,,. ol.a,,(,o,.s o.. Ko'chdis.n 
an<l l.lm NaJ.onali.ation of (ho Land, n.fo,v..oo is n.ado (,o 
a now ooononiic movoino„(. which 1 hav. d.'.sit,ma(,o<I a,H 
modeln aociiiliHiii. Loiwoon niodorn .sociallsin and tlm 
sooiaJism of ,.:„4io,' days, ll.o.v is (I,Is ch,u-ao(.,>n-s(,ic dif- 
<u-enco, (dial^ who.-oaa (ho lal.lo,-.soi.old, (o onbcl, it.s objoct.s 
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Preface to the First Edition, 


withdraw students from the perusal of a more complete 
treatise. I am, however, convinced that those who become 
acquainted with the first principles of Political Economy, 
will be so much struck with the attractiveness and import¬ 
ance of the science, that they will not relinquish its 
study. 

I have not attempted to discuss all the principles of 
Political Economy in full detail; but I believe no import¬ 
ant branch of the subject has been omitted; and I there¬ 
fore think, that the principles which arc explained in the 
present work will enable the reader to obtain a tolerably 
complete view of the whole science. In order to aliow how 
intimately Political Economy is connected with, the prac¬ 
tical questions of life, I have devoted a separate chapter 
to some subjects of great present interest; such, for in¬ 
stance, as Cooperative Societies—Strikes and Trades’- 
Unions—and The Effects of the Eecent Gold Discoveries. 
For the convenience of the ordinary reader, and espe¬ 
cially for those who may use the book to prepare them¬ 
selves for examinations, I have prefixed a very detailed 
summary of Contents, which may be regarded as an ana¬ 
lysis of the work. 

I cannot conclude these prefatory remarks without 
acknowledging the kind assistance which I have derived 
from those who have verified my statistical facts; but I 
have especially to thank my friend, Mr. Leslie Steplion, 
Fellow of Trinity Hall. He has given mo many most 
important suggestions, and has carefully revised the work: 
the accurate and complete knowledge which he possesses 
of the science makes his revision peculiarly valuable. 

The labour of writing these pages would have been 
much gi*eater, if I had not been fortunate enough to 
have a most patient and excellent amanuensis in the 
youth who is to me so faithful an attendant. 

Tbinitt Hall, Cambeilge, 

Feh. 1863. 
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employed in a trade "This is atb'uijibs! te hcs done liy limitiii'' tho nnnd)» r 
of appronticaiH Such reHtrictlons, if carried into ('ffeot, iidhot “goat in 
justice on tho lahoxiring ckuis ; they also raiso tlu^ priis’ of coiumoditK i, 
and may jeopardiso tho exlsbuice of an iiulusja'y As an osainph' of this 
tho effects of the trades’ unions at Elnuin',di‘'nu and Sh(*lh<*ld mav b<* 
quoted—Trades’ unions not uee.ossairily eonmsjb'd with atrike:! 
men have a right to combino and, to join a strike if they uut- nciile-r 
hitimklatioii nor violoneu in support of their lamihination 'Phe. majorlt y 
of intelligenb artlsaus aro in, favour of trades’ uniona 'riu ir rlfrcg. m» 
wages desenhed d’luiy could, exert no iulluence on wagya if Ike. <-tlV('t <d 
competition waire iuHtanlian(,ams dint competition acta tdowly, and in 
some cases, a.s with tlui wages of some agrieultural lahoureia, it rs 
neutralised for an iiulefmittdy long period '\Vag('H am IImmI in tie- aam’ 
way as a hargalu carrietl on hy tho buyer ami seller of a i-umniodity lo 
order to improve their posiUon in adjusting this !>a.rga.in, emjiluyn ,> and 
employed form comhinatlons with others of tlnsr ela,s:i 'Plu-y ais^ thin 
placed in a xxosition of equality llargainiug implirs antagonism «d ii • 
tei'cst—As long as wages aro lixisl hy a bargain, strikes will tsmt ium’ to 
occur, hccauso in settling tho terms of a hait'gaiu it must urtm imppmi 
that ono party \vill refuse to acctipt the prieo olfered by the otlnm (’on 
ciliation and arbitration aro not elfisdaud, reme.dles for strlk<'H, Iss-aa ,1*. 
they do not remove the antngonism ef inten'st between empl<»vt'rH ami 
employed--This is effected liy ts)parin(,trHhiim- Tho iirim'Iplo of ro|iart' 
iicrahip defined--Its beiudlis extend both to cmploy(,;rrt atid I'mployetl ■ 



'CmiimiH* 




TIii'H' an' many r<»Uat»'r.tl roitnr'ft ^‘4 witlj rMp:u 1 u«-ntlnn It 

}iaH hrrn adopt***! ^v^th 'sis.a-*M. l.fi.rir' .-ind hv t hr- Mr-rna. 

'*rh<' proyrr-mof lht‘ tnovmm'ijt Ijopa'r.dly .rt'd-sinl hv jnliMiud 
taiucation *■“ • ■ * ... rM;i.n //,.S 

(JUAI»'ri':it X, ( hi ()hipt^nifiir hi.'ifif 

(An>p«'ra,iH»tM*vi-ii«: in iti «’‘nnpl. ir f.>nn. Kd.omr-j s .ttpplv t!i.' rapH.d 

witinli tln-ii* itniu’.ii'v n <pun Many iftr .»t n asot i 

aw iHd* truly rnopnratixn. tn-nauv flay ilrifnlnitr fiio ptrifji'-. fa-fWM'u flm 

Hhanduddrnt atul tlin riulHinri ai**! .:ur in. pMiiiun ,4 {fa in ft* laUa-ii 
'rUn oripiu of th»' ro*i|nTa!n»* ntoU'Uu uf nt |'n:l».nd Ha li.dt.m* nt iljn 
lvii<-hilal<* rinnm;!' fU'ur In flm IIm. !nido f'f.oo fh«! t>idmux iMul 
pri<a'a aw oharjn-d, an»i fh*- pt.-Iif-i at^- di.;ti ilmfr.! ann.ita il»o .'n-sf. .no t-j ai 
proportion t.o tin* atnouni of tin t ptin H o.» •. a! flo' «-nd of' «• i.-li .ptai ?. i 

In Un* rivil .Sf’rvir*< atoi'O's tlo* i'n^iUmin-, tri-mvr tloif uti.nr »4 fu,. i.ndifsi 
by briny rhaipyal a irdnrrd put’> toi p.o.bj t‘oop**}air.«* c.ion .. |,n. no 
rivdit f^wat advanfai-p*'* r-atli flow tbii? Tbr Wbobnab’ rn.'nu Ha«s 
OMiablitilird to fin|»|>ly y«»o*i.< to * oopf'iatHk fib.r.'f* lunmtw 

ittwt! many nt tbo panda }f ra*||. <'mo^.oj aPi* piNtfu* Inm Hto p-o tru'^ 

<if conporativn roffint iniUu d*br tpto-jf'on of fin n/,bf ol labom {.» 4 -baio 

in the* pt'afita td rnopriafno 4 ‘ori}. .s r, ,jf||| utroffbd It n. mm b * rs r| 
t<Ui|t{tly oonbu'aimii b. dndi ibnfnm fb m fo pw*|in liou b,\an$| 4 «oi .y ?rn' 
ct’HHfnl ranporntf\r b^**‘^**’‘lIbnia *!*b*M'«topoi 4 fr.* in,moms an i ibo 
youjirrativn piamtdntto m.tir'ta \»U.yif.p.t'* ‘*f apphtnp oMMprt.dt.oi fo 
ayrnnilutw Hr* {ulo Mr, f budonbM oMprwfna-f.Mnn af nmn m Mr 
Uramba proponal in nllnvv a“W'u!furil libMur-m in mu-fif fbns n ? m 
th<* farm n» \\)nrlj ib* y ni«'«anpiom ! t\jM|hr«.tim iunlma \ i|,..is,p 
tion nt tim oooporatro biiiba ui tbnuiio!, l.om b I M .1. .'a.* 

I hdti/.adi dim Ir.-ydatno « mo-fm. n{ 1 « In. b h-tm into, d.-d . ,♦ r • *. ^ 
I'ap'jand A (b-a-nfition ot om.- toobru.am* rmti' nr. pu?,-, ,0 

oprral.ivi' in iln*n rbai u fm, U»'b a." itutbi.r .■ . a fo-j . I . ^ 

('UAl'TKIt XI. 77. • X'lfi-.inh',,/(!,>• /.,tii,L 

dbvo aoboolti nt wotd.d irfHt'su. r. rpo'-.. nrd to t Miior, |.\ !,*■ rtf', .ml 
Sidntba' MrJd.’'■■? it ; bom tb. foimm .4 fb. hvj .o. o p. 4 f|,. » , i 
roidaliNm jopina-ntt <1 b\ fb. pi*, i Uinr. ol flo Inr traf t..n 4 . f ’.a. ..1 
in tlii-j pf oyr.utmnm''pi n'»o| fb, % poo'.p d --m mI ibo p uol ‘{ 1 « o 
inp. {d,f, 4 ,*bt*d to tbo. * ».p?» oo..** r. fbd *1. !ml 1004 b».\t |o, m, | .1 „ dj* 

nlamld br pun*b,ra d b\ I* .-if . mm. i». mu» *0,. b .* 

poboy ; rion tn»d< r fitoniddo Mmir’d ut.. 4 ^oidd nn.-l'M. ,r rtr^l 

(bdint, ot f; in M ft 'i » JO 'on ran,; « mil. in pdilo h ali4 ♦ ’unploni 

ou thrpart id tin tboMinuMif \ » oiradMabon of fbi dsffa u!|a-ts 4 uosmI 
by tlm tltal f ibut ion .mum.» y .n a iri .Appb, 4r*i of i»i dittbt.pf 

nt produotr rti« tr \\ onid flo I yid l.o bt p ,ta mytoim irni ms a otid 
tin' r•*nt. In* P» ofmi IimijmI p. If» piodtn in . m «?»! d'lo b*i|mi |d 4 i* ‘aohI 4 
invidvi' natioiuil li.iniinpft ,, tbo bifPi ^utiJ 4 r mm. ail Usr tmo tom 
|dain«al of bardwbipi ♦ am-.d b| lotMp.fifo.r VImooImm.i tmi?on.tlo.4!toir 
nb«»uid riinrinlni' that lb» »• bmim AtonbI dopim.. bnddnr* and ('oop* 1 4!^ 
inudi'tif»j o| tin tr land d*li» Hiaktioir* *4 indMolmi 1# apoinlnii !k *,10! 
ndiiuiw on Mtatii mPibrn o- aw piMmm.m * iiai-iM trifuf md ol mmbtii 
Horiidinin Hooiainipi unurtllf, ora.b itn d,sMt»tsion . | fb*^ imnn o|rf » lo fn 
tlnnr «<dminoM, vi/. tl.r, mmofi.v. ♦»! population Uoh ibm ^loitld nlln I tbn 

iudimudiHiitltniid llm bind 

l*b M. h 








(JllAP'risIJ, XII. (ht the l\r^'\rhunii' A.^wrl.; Ahtruif, 

Oit'iiitf fa fkt*. f(■)')»hitti,'on of itn Anainoon n-* " .• / -j . • . ■ * 

AiKpfrr ((i*e. no lanijrr pniintuf (o tht prto-mf f. si..^ jt A, . 

far farianr inauair hmi fhaifihf a\,n'rafih (/*%' / »i ' i, 

v<‘S nro a |H»ftion <*f |ln> fallivafoi'’;* f'ni'if.tl, hrunfu-. u* ruifuivtidti 
tin* |»r(ulu<’('in (liMiriliutfil li(’{\Vf*rn anil pioiii . Tji. iilniii.iir 
(iC Hlavary iurm apaa arattHiuir «'ntr.i(i( i,i{5<ni s IPt 

aUh'mii iha-i ntava laliuur hnn lha IlirtH* luUttuui-.^ . 1 . u , p. it 5 ; -.v, u ,, iq,,|^ 
aiii.ly; il, ia nitMkilftil: if if* wntihuy in \ <1 ..it da'> 'I'li*- tmu'.. .ps. ;i,’»-i ,.t 

(1( iVuriH l.nu’t'<i Slavr laltatir <Mn "tih iu^ « ttij-h*-,, ,1 

labour oais bo otau'tnilratnl \n abil!**)! labunr ,-.t,o br . aun .1 ».ti \,\ 

.Mr. Obnaioiura io?ttiwon\ No pnralb l lb-' *-! s 

ii) (b‘oo('(‘aaitl thoabuofi of fbo |noiirnf da\ : lib.>rt uoj.<.\, n-.b,.., 

tbo Hoil, holiOi! fbrlih’ \irj:>!u roila ato iiipiocil Tbr .n om-o! s^.o t-t mav 
lorril.ory ia ilti'roforo iiitlt^ipraoililr to -.Iamis ..’iwm' \^dl idnaiiv 

coa^Ho (,o bo jirolitablo, aiol iboroforo will b* uHuioiftb. <•'.(<■! ono sti-d if 
iH'Niriobal U) a, (b'liiiiio area.... ' l‘\or-i mi a-Vd 


HOOK. iir. 

H X (’ If A X U M 

C!n'Al'‘TKil. 1 ; , On Value UNrl i^rlra 

^\Uy\l ifi a(lva.nla«;<'oua to (li-rti-.a tbr pr.Mluriiui, and di-{nfadb.o .<f v.rdfh 
boforo ooiuiitb'nin,.^ ih*' oM'bain;.’ ol wt-ubh \ .do,' aod [.n., d, hnr.l 
\‘aluo 1(1 a nA'il/uo o\jnv;,.ai,ii, and impbr i oomp.ur ..n iP u p i\V \.dnn 
ol a. o(nnniodiiy ont.imatiMi m m<oo-\ '{'brif «’anju.{ br. a -Mo.i.d n'.*^ 
ui valnoH. but. Uioro nan bo a -on.-ral riso m jutof^i V\ ),* u tb<\,}u,- 
of (Uio <Mnmno<lit,y ia nnuj.arod with fbal, of anotj.. i ,t o* .-dnavi doto- to 
oon.i.a.nnp ihnir |nioo:-. Ib.ooo wo ,b-par( Inun fi.o- nndb.Ml n.o.dh on,'' 
al. oum t,o muMd.-r I,hr luua uhn h drfrnnino fbo i.ti.o 
and not tin'v.aluo, ot Ooimnotb! toa d’lo^ .'n.- aoupt i..,, ia ,,, fbrfn f in-f u m- 
inado, that any alba'aMon in tho p,i<.r a rMnuouddv n, u.d .‘lud.ovil jo, 
a <dKUij.p5 ni tho valuo of tho ptvoioua molal ;, ' >11 ‘j'f 


/ /( f ti 


(iliAPl hdi 11. 0 % f;h(> ((IIIy(\n fellli'/i iht* / 

( AninnkI if ics, 

i,-, I, i,.,„ 

Uui liral, cIms n.aii,.... ul,„an i, .h- 

f"llllal,y Innilial; 1,|„. alM ia 1.1,u:.. ■, „l„.l, 

...on. (I,..;,, i, 

...il.i.an.,. ill, 

Iiooniiiiii;; „r ... 

a,.,. „f ti„„- ih,,-.. rl ,, TI,.. 

,UVM ol w tl„. II,..,1. l.y 

II.OMII} .uni Uut tin' pilot' ol mioh a pioturo L iv-ptlapd 1,3 a i.Un, bo. 
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twecii ilio iitul Uui Rxii>i>ly ^riuH in (irr<>ti<u)n.s ; ilio ])n(;o muHt 1)o 

Hucli ;i,H to (tqiuUiHo 1)10 (]<una,i>(l to tlui supply ‘ MU’ratual Duiuaiul’ 
dofiiicd Va,luo is ooinpostal of (avo rlmu'nts; )*cpr<\s(.Mit('.(l by vabio xu 
UHO, and by tho dlllirulty of ob1„’Uiiiiu>^ an aa'llcdc 'J'lu'so oltuui'iits Hymlx)!- 
IbikI !)y lotkirs U and D No art'u’lo (ran Ikub' an <'xcha,nj.';<' valno'unloBH 
U and 1) aro both prcwrut 'riui priia^ of nlinost ovwry C(>nnn<)(li|.y (I(!p{MidH 
njiou 1), tlaa (‘Icnnud. 11 lahiny otdy ]>artia,ny <)p(srativ<‘ U (-xorlB its tul] 
iniluoiKUJ with r('y;a,rd to thoso (*,oin modi tins whudi ani coinpriH(!(i in tbo 
lirst (dasM abovts xsmiuusraiod.i\voi':s t 

UiiArTbiu 1.L,I, On the lYice of AgnonUmntl ami Mnnsnil 

Produce. 

riu? ])X*i(U5 of Jioricviltnral prodnoo iniint In? auoli jw io |.••ivo tbo fa,n)U'r tbo 
()rdiiia,ry prolit (dr bis on.pitn.1 a.iid for bis la.!)Our of Hn|n?rintond»'noo If, 
thorofonn tlu^ rout of lainl inorojtsoH without a ditninntion in tbo ('a,rnn'r’B 
otln?r oxpojiMos, tho j)ri(’o of a;j;ri(ndtura.l produo«' nmHt riHo In ordor tb;it 
tbo faniu'riuay Iki (aiiu])onMato<l irnx'irdo’H thoory provos tha.t ri'utH imist 
riHos if, as popnhxtion inon'.'on'i-i, witrso laaid baa to b(‘ <’ultiva,tod ; but if 
rotitH riHC, tbo print? of a.<«'i'iciiltura,l produot' tnunt riao Tht' l;u»d whit?b is 
on tlio nia,r^,»i» <d‘ oultivjition oidy jtaya a, uoiuinaJ rout; and tin? prion of 
ap;rio.u!tnraJ produoo muKt la? always HU(?h a.H to s-ivt^ tho onlinary rato of 
prolit for (‘idtivatii^f thin laaul h'roni this la,Ht projawitlon it foUown that 
tin? j)n<?o of a,!p’ioidtura1 protbna? in not alb'.o.tt'd by tin? payjuont of rout, 
but by tin? thsnainl for ajp’ioultural pro(bn?(s sinot? tln^ tbunand dt^UTuiinos 
bow fa-r tho niarj^ln of cultivation imist ih'scaanl ddu' i-isit? in tin' ]u‘ioo of 
ayrioulturai produoo oonsoqiU'nt on an inoroa,s<? in pojndation may bo 
oounttOMotod oitht?r by ay;rit?ultural inqn'ov('nK'ntM or by tho iiupoitation of 
corn M'h(‘ jubu? of nniic'i-a.l prodnoi? is r<vpdatod by laws simila.r to tlioso 
wbi<?h dotormiiuj tbo pirio*' of ay;rioultiira.l proiUns' A ronunodil.y in said 
to bo at ilH iiaturaJ pi-io(', wbon its prioo is siioh na to o<pK'diH«? tho supply 
to tho donuunl dhu? natairaJ jnb'o df'iiol.os a position of «Mptirdjritiin 
A j)a.ra,ll('l plraavn botwoon this position a.nd tho oHiptio planetary 
orbitH Ajt Inori'MMo or dooroafu? in tho dmiand tloos not mass,larily prd- 
duo.t? a. inrroiuu^ or (h'oroaiio in jo'ioo Undor o('rla.iu oi'rontjo 

Htanns'S a,n iin'roano in tlio dtatiainl, any of 10 por (’out., may pn)diu?n a 
risu in ]»rioo of pc? por ocnit. 'rid'i oiroinustanoti (rxplixinH tho- rooont 
riao in tho prloi'of opal 'riuM-stnunoly boavy bnrdon oast u(»on tbo ooin- 
niinnty by ihia riot'in tbo price (»r (-oa.l d'ho propib-tors and i- Msoi-s of ot»al 
minon probably fpunod not loss Iban .f.’.|n,oo(;),£Kio a*yoar nJ. tin? o.spotnu' 
of tb(‘p:on('ral<'onwinn«r lnoroa,sod <s'ontiniy in tlu' ulio of oonJ is tbo only 
{M)inpoiuia.tion wliioh tbo juition oa,n dorivo* Croiu tbk rk? in tin' priot? df 
coal .. l 

(JilAFTldll IV. (hi fJm /V/rp of Manufaolnred 

(kinnmidides. 

Wby tbo lawn of pi'ioo whic’h a,p[>ly to ayriotdtnral prenbu'o do not apply t<j 
ivyunifatsturod produro An im’ro;iito<l donuunl I’or a iuannrac’tnrod o’oui- 
nxodity may o(s>noiuis(' r.mno td* tiu' proocssos of nmunfartnro a,nd thus 
dinuuiftii tho print'of a, oonunodity d'luH illns(ra.tod by Mr. 'rinnupMordti 
itivoniion lor boatJniiidinp; t'ho oninpotllion of oapilal oasmo.M a oortalu 
avyrayo rato of profit to bolony to cnudi branoii of induslry Ibnioo tin' 
prioo of a ooininodity must bavo a, (’onstant bnidonov tt» bo miob an to 'pvo 
tbxH pariictihu* rate ol prolit ('ousotpn'ully tho prus? (»f a iiiannrn.otur(Hl 

62 







XX 

coinnutdily ti» it-* vnui of j.i.uIh* t*Mtt nf 

pr<»(ht<'Uou iiirhuloM lln' pfolilM oi Ui** {nt'ihu** i Nudds n fho ?ontitusn in 
the (h'nuuHl or mipfdy tuny (‘utuo- prioo (d n v to \nry 

from ito eoot. of produf’ti«>n 'I’ln-o”- in ptoo, llooujh 

groat., ar<\ howovo'r, only tieuporury, ffuioo tlo- ruttiprtito»n o! rMpitni In 

ootiHUuilly iondmg n>oko tlmpiio*' a*puu rqui\,dMtt <n (hr cm of pro* 

du('Uot» ’'riuH illu.'th'jd.od by ait «*Munpl»' of a ?iodd« u d* mood for 
ridi'H Thorn in a. <’o!t:ii:iul. tomloory itt opnatitm tt» (*|oainr thr doiuamf 
for a oomnoMlit.y to ii;t fi\ip)dy, Imtli w lioo tho ]>tioo 4*1 iho o*0Hmodity ji, 
roguhd.od hy ito oo;;l. of prodtiolioii, and whon it'? piito*. f; dt.lnituil hy 
Huddon flucUnU.ioua in iho domnnd iind nnpply . .. . yy,? 

(■iiArThdt W (hi Momy. 

Whv \vo dlnotiHin'd ilio prim of oommodil.ir.i hrlhro ooiridricd ilio mtlo 

jroi of nmnov IMonoy providoo a utodtnm of o'vtdtnnro. ihn-j ohvintini^ 
h.'vitt'i’, and n'nmoy ahio .M'rvo't jot a somt-tjU nt.uidatd ot \idnr- t{ \n nnt 
iH'ooHHnry, Itui it iit iimtil oonvoniont. fliitf monoy fihould t>o joad*> of tht^ 
pri'oioufrmi'inh? Any nidintam'i* nt.'yv ho <dto.MPU tvt ?i rmoi.d mt io?nro or 
Hiaiidard of v.alm-; if whoat. wn-i tlina rfrlootrd, tho pnm. .d! ounnotMh. 
tlof-i muMf. !)(' <-n(.imaiod in wloa-tf 'Tho f-nhalattoo uho h n < ho n .rifnoio'y 
iMipiii, an far aa p(»:!:iildo, to poa.MaiM tho folluvsino tpoditf'-i- da vulns' 
j^inndtl ho iinifotm : it. ftltitnhi po-ra-M? ,an ininnno- \aloo <.{ if i (ovn ; 
it, ahoidd ooula.in n ,''t<’;tt- vahto tn aniall hnlK thdd jttul 'oUm' tlo jott 
vary murh in \ahn% hmatno tho noai of oht.dnnr: {h? -.<-. no t.via i-s ntvl, 
lisdilo tn ;niy gmaf ohatpoon, {utft, ovoopi oo tam m oiooonij, tlo »ntpply of 

ntnUdri in not, mthjrof I'oanddon Unoinativma 'rio'* pti.nitn \ of -ohhutd 

Hllvtn* wluoh i,‘t niU'd for other ptupoara hoaido s hoin** round ndo tttonoy 
VA otnupandivc'ly .amall, 5tud tltondoro thn quantity of jodd i^.jtntodfor 
HUoh nurjioMv'H dooH not, viiry gn'atly thdd and fiitv«r havr aUvaya pof<* 
noHMi’U. an inla'inaio viduo of thoir own, fonm no tvtht r oath'Uonroa mn wo 
Wi'll quidirnaf for <u*ua.un'n{f? ; Uio hriphtin'-ia <d' (In oo nt<t;v!i rt^oa thoju 
Itoaut.y; thoy vain 1 k' Iona, pro it-rvi'd, ami t.ludi nialiridnljly n?aht a thorn 
<!aHily worked into art,iid,in forniH 'i’ho'UMnot-aki ha\o jvK^ayft ho* n ?ioarro 
*' lltumo tihoy poamtia the third roipii’iito tor mom v, aimo (jo v rontiiin 
grt'iU, vahm in a nmall hnllv ('oppm' mtmoy in m*od tor tho- oonvrnioum of 
nnddtng Htuall ptiyniouta d'ho Inoisuvonionoo «ff a duuhlo. ntandard If 
golil and nilvor are lad-ii nunlo a at.anihntl id' valmn tlton tlno ntattditnl m 
nnhpud, (,o intn'ostaod viu’i.ati<m.a T'h*' mrjmyonirnta utloptMl l*y vtur uwn 
iMinti ('.Niplaimal (Johl ia in our <iwn (muutav iho only ,a(aud.iid of vjtUto, 
HUico Hilvor ?uul <;opp<rr money are uun'oly made nuhaidtsuy enm?? 
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eilAPTiOt VI', On. On; I'dliii; of Mmiri/. 

*y?it,lun of moT\oy*iK an amhipuoua <expr<mHion l(. in poptdarlv mi^al to <to» 
Horiho Urn eiirrvaii intojaait, iw r<‘profituda'd hy tho hunk rate* 4>f doanmnt ■ 
in holitioid Keonomy valm? of numey mojinM iho jmr.'hmtitig power <if 
inotu'y Honen tim value of moiuyy iueroaHt'M aagouond puom iirtdiut», and 
ruy remt 'fho VJt,hui of gold in huUiou muftt bti tite- rnuuo a?? tho value 
of gold when couvtu'tod Into nu»noy Tlio fallaey <tf oomiahndng that tho 
valm? of gold haa rem.almal nm'hang«*d^ hoeaUHo tho jvtioi- of |p»hl novor 
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imports may be reduced by an amount exceeding the diminution in the 
cost of producing this iron in England—^Tlie gain -wliicb results from 
international trade is distributed amongst the consumers of the 
commodities imported, and cannot be appropriated, either by the 
producers of exported commodities, or by the merchants who can*y on 
foreign trade—Foreign trade will generally cause the price of a com¬ 
modity which is exported to rise in the home market—The home jn-o- 
ducers of a commodity may temporarily suifer loss, if the price of a 
commodity is reduced in consequence of foreign importations—Bub in- 

■ equalities in the rate of profit in any industry will always be ultimately 
removed by the competition of capital—The rent of land may be perma¬ 
nently reduced, if agricultural produce is cheapened by foreign importa¬ 
tions—Foreign trade affects the price, both of the imported and exported 
commodity—The equation of international trade, therefore, requires a 
very complicated process of adjustment, since the price both of the 
ported and exported commodity must be such as to equalise the supply to 
the demand for these commodities in both the trading countries—Foreign 
commerce raises the price of the commodities exported, and reduces the 
price of those imported—Hence labourers maybe injured if the oi'dinary 
necessaries of life are exported in exchange for commodities whiclx the 
labourers do not largely consume—The labourers will generally bo com¬ 
pensated for this possible injury by an increase in their money wages, 
because foreign commerce economises labour and capital, and therefore 
enables higher wages to be paid without encroaching upon profits--A 
consideration of the arguments in favour of protection which are current 
in the United States and in Australia—The fallacy explained of what is 
called ‘ reciprocity of free trade ’—The cost of exporting and importing 
commodities may be borne in different ratios in two different countries^— 
The greatest portion of this cost of carriage would be borne by the country 
whose demand is least diminished by the commodity being increased in 
price, in consequence of the cost of carriage—If it is assumed that there 
is perfect free trade between the two countries, then there cannot he a 
greater difference in the price of any commodity in the two countries 
than is equivalent to the cost of carriage—The principles investigated in 
this ^ chapter are equally true when a great number of cornmotlitios 
are interchanged, and when foreign commerce is not restricted to two 
countries. When it is said that, in order to satisfy the equation, of 
international trade, the commodities which a country imports must bo 
equivalent in value to those which she exports, it is assumed that a 
country has no other payments to make to other countries except for 
goods imported, and no other payments to receive except for goods 
exported—If a country is a debtor of other countries, then her expoi*ts 
will exceed in value her imports by an amount equivalent to this in¬ 
debtedness—If a country is a creditor of other countries, then her 
imports will exceed in value her exports by an amount equivalent to the 
nett indebtedness of other countries to her—These principles explain why 
the exports of India always greatly exceed her imports, and why, on the 
other hand, the imports of England greatly exceed her exports 

PAGES 372-400 

Chaptee YIII. On the Transmission of the Precioics 
Metals from One Country to Another. 

In a note at the beginning of this chapter, it is shown that the value of the 
precious metals in bullion and in money is the same, when the Government 
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makes no cbar^e for coinage—Tke precious metals are distributed m two 
ways: first, they are exported from the mining countries as an ordinary 
commodity of commerce j secondly, they are transmitted from one country 
' to anotlier in the form of money—^The value of the precious metals is 
re'Tulated by laws identical with those which regulate the ^lue of any 
other commodity which is exchanged in foreign commerce—The precious 
are constantly transmitted in the form of money from one country 
to another, because, in the first place, they contain great value in a small 
hulk, and secondly, every kind of wealth can be purchased by gold and 
silver—England is to a great extent the emporium of gold ; a great por- 
tioii of the gold which is produced in Australia, California, &c., is m the 
first instance sent to her, and then distributed by her to the various 
countries of the world—Although England imports and exports so much 
gold, yet the value of gold is kept in England approximately constant— 
This constancy in value is maintained, because it is impossible to obtain 
an undue amount of the precious metals, without producing a decline m 
the value of gold, or, in other words, a rise in general pnccs—If general 
prices rise in one country comparatively more than in another, the lialance 
of trade is at once disturbed; the exports from the country are dimuushed, 
and her imports increased, and a drain of specie, conseqnontly, at once 
commences—There is therefore a constant agency at work, which causes 
the precious metals to he equally distributed over the world 
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Chapter IX. Foreign Exchanges. 

The commodities bought and sold in foreign commerce arc usually paid for 
by bills of exchange; this course is adopted in order as fin- as posaiblo 
to obviate the transmission of specie—A bill of exchange is a wnUeii 
acknowledgment given to a creditor, that a debt due^ to him sh«ill be 
paid on a particular day—If the exports sent to a particular country are 
' equivalent in value to the imports received froin a particular country, 
bills of exchange enable the transmission of specie to bo as completely 
obviated as if the exports were exchanged for the imports by barter— 
If the imports from France exceed in value the exports from England to 
France, English merchants will have a greater demand for hills diawn 
upon Eraaoe, than Erencb merohauts for bills drawn upon England— 
Bills drawn upon Trance will consequently bo at a proniiiim—\\ lien 
this is the case, the exchange is said to bo against England, and m favour 
of France—A country has consequently to export specie when dlio ex¬ 
change is against her—Hence the expressions ‘favourable' and ‘unfavour¬ 
able’ exchange are remnants of the mercantile system—If the oxcha-ngo is 
ao'ainst a country, its money will he depreciated in value, when coinparod 
with the money of a country which has a favourable exchange When a 
scarcity of gold is anticipated, bills may rise to a greater premium or 
fall to a greater discount than is represented by the cost of carriage— 
As an example, bills drawn on France rose ten per cent, when it was 
known that Kapoleon had landed from Elba—If an unfavourable ex¬ 
change always required specie to be actually exported, the prenaium upon 
bills would always closely approximate to the cost of transmitting specie 

_^There are, however, constant fluctuations in the premium upon, bills, 

because an unfavourable exchange may bo rapidly succeeded by a 
favourable exchange—An unfavourable exchange cannot be of long con¬ 
tinuance, because it exerts a tendency to diminish the imports, and to 



XXIV 




inoroaHO ox(k>Hh An export of tlio proeiooH an ordtn-trv 

. ‘•AOKH.IOH. ,,,7 

OilAFi’MK X. 27m:! MiHirthnn of (W(ii(. 

Cmlit ami 

k ^u lT, / ""''''’""’"I' I’" u, (, 1 „. of nu.m.v Ill* 

w had to |,u wliou tli.a-o w o<,nld.M ,.'0 in .. wlu. I.uitoxv 'Vr' 

credit of lui ni<livi,lu.d, .-w nvll an l.lm c-idil, „f ,, 
ic rate of mton.Ht pad f,,.. n.on,,v l.o.;ov;;aV VL: lift 

5:,;- 

, f ' '?';*■ ... .... »U'. ' 

.. -Id 

Cmi-i'm XI. no Jojio .. of <w.m on /V,v„ 

“H 33 s:e- 

with M if oomnndUioH w.;;.;,tdnnnoal iri'.'ltrinr' '''''i:"*''""' 

were not emu)lovet( ona n * ^ >V oai tet U ImIIh <»( oH<*linnj/e 

in drenktion luuHt ho incroisHiMl ^ J>n,pjHm; oithrr the monov 

credit, and tmt tlm pluVu ,lkr I;vah.o U. [, 
■vnks a mihstitnto L tmnwy hook inJllif T"''-*' f '^'J****^* pm-’ 

existiiitf in a triuiHh'rahlf^ hu-m <<1*1..?, for nrihuioo, altlifuij.ji not 

money jiH bilk of ex<‘hannv ruik^^' r coniploh* a Huhol-itnlf^ h.r 

wln-c/k given in'^munt;; ti 

creditH m|jro alone oinployi'Il A bjnik ono! ’*^'* ' ''“nuld h.! il ImkjK 
for monuy tium ImHh of mxnhan-o ' 1 ('ninH,,1f\!,?,?|''^'7“''' 'i-'V 
money muHt ho oinployed in iiios of t , '"u h HoU'h did not nswt, 

on by hank-notos—If ■Luk-iinloH 'li,l not olrr^-‘ 
bo brought into ciroiilatioii or g.Mioi'd pHiar ""r'''' 

requires n HmaHiir amount of inonw if 

baiik-notes economko WealUi Ixu-auHn »fAh?* Imnk lud.on; hrin’t' 

moditi 08 .^..Ko efibefc in O. hIJ : vnJuabh* <,om. 

occupy the place of a corrortoondhin*’*'^ J>HnkmotoH, if ilnty niniply 




Contents, 


XXV 


tMs way exerts a great effect on prices—Tlie effect, though great, is, 
however, temporary—Credit-purchases may enormously increase the de¬ 
mand for a commodity, and hence raise its price—But this rise in price 
is only temporary, because the price of all commodities ultimately 
approximates to their cost of production—The great purchasing power 
which may be exerted by credit illustrated by the Tea speculations in 
1839—The provisions of the Bank Charter Act explained—Speculative 
purchases which lead to a panic are not in the first instance made by 
bank-notes; hence restrictions upon the issue of bank-notes do not pre¬ 
vent commercial panics—In the latter stages of a panic, the demand for 
bank-notes and other money increases because credit collapses—Hence 
it has frequently been necessary to suspend the Bank Charter Act after a 
panic has continued some time—When trade is in its ordinary state, the 
bank-note circulation would not be increased if the Bank Act were x'o- 
pealed—The impression that the Bank Act will be suspended in a com¬ 
mercial crisis, increases the uncertainty and distrust prevalent at such a 
period—Creditors may be defrauded, and general prices may be rained 
mthout limit, if inconvertible notes are made a legal tender—TiieHO 
serious consequences do not occur if inconvertible notes are not nuvla 
a legal tender. PAGES 425—445 


Chapter XII. On the Bate of Interest. 

The current rate of interest is determined by the price of Funds, because 
these securities involve no risk—In this chapter, two questions have to 
be investigated; in the first place, the causes which detoriniue the normal 
or average current rate of interest must be explained, and secondly, the 
daily fluctuations in_the current rate of interest must be accounted for— 
The current rate of interest must be such as will equalise tlio demand for 
to the supply of loans—The average current rate of interest may bo 
affected by national character, because some nations are more prudent, 
and therefore satisfied with a smaller rate of interest than otliera—-If the 
average rate of profit advances, the current rate of interest must also rise 
—The rate of profit depends on the cost of labour; the cost of labour in¬ 
creases if food becomes more expensive—If the current rate of interest 
advances, the price of securities and the price of land will decline—Tlie 
causes which advance the rate of interest generally exert an inlluonoe to 
diminish the rent of land—Different rates of interest may prevail in dif¬ 
ferent countries, because the people of one country will not in vest thoir 
capital in another country without receiving some additional romunoraiion 
Temporary fluctuations in the rate of discount or in the rate of interest 
are caused by variations in the demand for money—An increase in the de¬ 
mand for money is generally produced by contraction of or edit... 4 46—455 


Chaptee XIII. On the Tendency of Profits to fall <xs 
a Nation advances, 

Adam Smith erroneously supposed that the rate of profit depended upon 
general prices-—A rise or fall in general prices need not necessarily affect 
toe rate of profit—Adam Smith was led into the error above alluded to 
by misinterpreting the phenomena connected with the depression and 
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activity of trade—The average rate of profit is partly the cause and partly 
the effect of the amount of capital accumulated—When a country adyatices 
in population and wealth, two agencies operate to reduce profits ; in the 
first place, food becomes more expensive, and the cost of labour is in¬ 
creased ; and secondly, a greater capital is accumulated in proportion to 
the profits which can be realised upon it—The decline in the rate of profit 
in England retarded by the great amount of capital which \yo invest in 
foreign countries—Industrial improvements, and the importation of cheap 
food, may prevent the cost of labour increasing as a country advances in 
population—T his explains the fact that the rate of profit has not declined 
in England, although her population and wealth have both greatly in¬ 
creased— A. nation is said to be in a stationary state, when the rate of 
profit is so low that the accumulation of capital does not further increase 
—The stationary state was more likely to be attained in the last century 
than at the present time—Surplus capital is absorbed, or rather destroyed, 
in a commercial panic j thus an influence is exerted to sustain the average 
rate of profit—high rate of profit prevails in a colony, because fertile 
land is abundant—^Agriculture must be the staple industry of a young 
colony—The returns to agriculture must be great when only the moat 
fertile soils need be cultivated—Hence, in a colony, wages and profits are 
both generally high. PAQEfci 456—467 


Chaptee XIV. Of Over-produGtien or Uxcess of Supply. 

Malthas, Chalmers, and Sismondi feared over-production, and therefore 
affirmed that some moral restraint ought to be exercised with regard to 
the accumulation of capital—Over-production has two meanings; it may 
either signify that commodities produced cannot be sold at romnnorafcivo 
prices, or it may signify that commodities are produced which are really 
not wanted—Over-production in its first signification will cause tlie 
profits of a particular trade to be low: the trade is then said to be ilull or 
depressed, but such depression can only be temporary—The Lanesashire 
Cotton Trade would have exhibited this first kind of over-production, if 
the American Civil War had not occurred—This excessive Bup])ly of cotton 
goods would not be wasted; they would be readily purchased, if sold at 
sufficiently low prices—The accumulation of capital may reduce jirolits, 
but never causes more commodities to be produced than can bo consumed 
—If capital continues to be accumulate^ the wages of labourers would 
be increased—As an extreme case, it may be supposed that wages are 
so much increased, that all the wants of the labourer aro Ratisfied ; if, 
then, his wages are still further increased, he will shorten his hours of 

.468-473 


Chaptee. XY. On the Beeent Gold Discoveries. 

Predictions as to the rapid depreciation in the value of gold have not been 
realised—Professor Cairnes and other leading economists have, liowover, 
shown that there has been a decided depreciation—^The amount of gold 
England annually obtains from California and Australia exceeds by four 
times the amount she previously obtained from all sources combined— 
Only a small portion of this additional gold is employed in increasing 
England’s gold currency—The gold which England imports must bo 
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devoted to one or more of the three following purposes : first, it may bo 
employed in arts and manufactures; secondly, it may be coined^ and 
employed as money j thirdly, it may be re-exported to other coimtrica to 
purchase commodities—The amount of gold devoted to the first purpose, 
tliough great, does not vary much from year to year ; hence, any largo 
and sudden increase in the supply of gold will not bo absorbed ])y 
the first of the three modes described—As the wealth arid^ population 
of a country increase, there will be a fall in general^prices, unless 
a greater amount of money is brought into circulation—The amount of 
additional money which is required to preserve uniformity of prices cannot 
be precisely determined—From a comparison of general prices and other 
considerations, it appears that the value of gold has at the present time 
been depreciated about 25 per cent, since the gold discoveries—The ab¬ 
sorption of these large supplies of gold without producing any gx'eafcer tle- 
preciation in its value, conclusively demonstrates that gold must have 
greatly risen in value, if these additional supplies bad not been forth¬ 
coming—The gold discoveries were made at a most opportune time j 
free trade was then causing our commerce to expand in a romarkivblo 
manner, and unless the supply of gold had increased, this cxpauHioii of 
commerce could not have taken place without a great and sudden riso in 
the value of gold—The increased supplies of gold have been chiefly 
absorbed by India and China—The public works being constructed in 
India, and the great increase in our imports from China, render it neces¬ 
sary annually to export i3,ooo,oooZ. of the precious metals to the East— 
The greater part of this amount is silver, but still gold is indirectly ab¬ 
sorbed—^The silver is chiefly obtained from the currencies of France ami 
other countries, and a corresponding value of gold is required to take the 
place of this silver—Other countries whose trade is progressing have 
also absorbed gold by increasing their gold currencies—Whether gold is 
destined to be further depreciated, mainly depends on the future condition 
of our eastern trade—A depreciation in the value of gold will inevitably 
occur, if the export of specie to the East should greatly diminish - The con¬ 
tinuance of this export of specie is uncertain—Hence a further depreciation 
in the value of gold is a possible contingency—This depreciation can bo 
best guarded against by avoiding investments the interest of which is re¬ 
presented by a fixed money payment—Why the gold discovoricH have 
exerted a special influence in promoting the prosperity of Australia-— 
Gold-digging is not more profitable than other kinds of industry, but a 
gold discovery acts more powerfully than any other cause to attract 
labour and capital to a colony—Other kinds of industry hi a young 
colony involve, in the first instance, great risks ; a supi.:)ly of labour must 
be insured, and much fixed capital has to be expended in constructing 
roads, S:c .—These obstacles impede gold-digging less than any other 
industry.474—491 
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BOOK IV. 

T A X A T I () N. 

Chai'tku I. On tho General Princvi)kii of Tamlim. 

Mr. Mill and othorfi give lo Uiir-! porlKm of ilu' tmbjiHd; iln' 'vnn'ral iitlo 
^Tli(^ hdluojico of ilovonjtnu'nl ’ Wn l.hink it. adviMablo to limit thiH por¬ 
tion. of our Huhjoct to {m<ui«iuiry into ta-Jiatidii Ad.'ua Sinitli’.u fournil('H 
or * 00 / 00118 ’ of taxation aro tlio followin**; nd., ’laxalion tdundd bo iM|ual; 
‘311,(1. Taxutiou Hliould Im oortain in itu aniouui.; ^p'd. To.ki'H Hhould liu 
biviod at tho tinie and in tho modo wbioh ('.anno tlu^ loaut inooiivoidomHi 
to tho taX“i)ayor; 4 th. A tax ought to (d)l,aiu for tlo' (bivormuoiit lui imuh 
an pioHHihlo of tho wliolo amount wliioh in loviod from tho tax-payor 
—Eipudity of taxation Ih imjiraotioablo, if it moana tu/xing pooph^ in jlio- 
portion to thoir iiioann; thiH iiluHtratod by tlu' m\,m of two individualu )><)ia 
HOHHing o(pud inoomoH, 0110 of wliom ia imuTiiMb iuid tin' otln'r not ' With 
|)lio view of obtaining (Hiualii.y ol taxatioin it would Ih' Ufioh'MH (.0 attoinpt 
to tax pooplo in proporiion to tho protootion wbioh thoy ih'rlvii (Voin 
(Jovornnn'nt Tlui hnit prinoiplo of taxa.tiun in ouuin’iatod by Adam 
Smith in v(*ry ambigtn.uH langnago ; lit'anirms tha.t wbon thorn in’(Mpia,lity 
of taxalijiip poopio U/ro taxi'd in proportion to tlu'ir a,bility to pay hpuality 
of taxation will not bo hi'ou ro.d, if it in atti'iupti'd to apply (.Idn jirinoiplo 
to ono Kpimiul tax ■ I'hpiality of taxation in bc'Ut nnourod by a, roup.ii proonsK 
of compmwatbn ..... 'nAU.KH'4<;5.504 


CilAl’TEK '.ir. Oh. the Income, lax. 

Tho propoHal that tninporary inoomoH Bhouhl lio tnxod n.t a lower rate tliau 
pormano.nt inoomoH in Huppurtoii, by Homo pornonn, firnt upon nritlmioti- 
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INTKODUCTOEY BEMAEKS. 


ALL who have studied an exact science must have 
experienced the formidable difficulties which ele¬ 
mentary chapters invariably present. The young mathe¬ 
matician may well be staggered at the discussions usually 
annexed to the enunciations of the laws of motion; the 
axioms in his Euclid, which he is told to believe are self- 
evident propositions, offer philosophic questions of such 
complexity, that they continue to form an arena upon 
which the subtlest intellects contend. 

A definition of political economy, and an inquiry into 
the method of investigation that ought to be pursued in 
this science, involve considerations which are sure to per¬ 
plex the beginner; but the young mathematician need not 
be driven away from his Euclid because philosophy has 
not decided whether axioms are intuitive truths, or truths 
learnt from experience; in a similar way, the student 
in political economy ought not to have his faith shaken in 
the ti'uths of this science, because he has learnt beforehand 
that political economists still dispute upon questions of 
philosophic method. 

. We ask such a student to accompany us with an un¬ 
biassed mind; we will promise to lay before him truths of 
great interest and great importance; we will endeavour to 
render them intelligible to the ordinary intellect, and 
when such a body of truths has been accumulated in the 
student’s mind, he will be in a position to understand the 
exact nature and scope, of the science to which they 
belong. 

. Although it is not advisable in this place to attempt a 
precise definition of political economy, yet it is necessary 
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to give a general idea of tlie class of phenomena wliicli 
this science investigates; it is all the more important 
to do this, because the vagueness of popular conceptions 
has generated a vast amount of prejudice towards political 
economy. Hardhearted and selfish are the stereotyped 
epithets applied to this science. Ill-defined antipathy is 
sure not to rest long suspended upon a mere abstract idea ; 
it seeks some concrete object, and therefore the epithets 
applied to the science are speedily transferred to those who 
study it, and a political economist exists vaguely in the 
haze of popular ignorance as a hardhearted selfish being, 
who wishes to see everyone rich, but who has no sympathy 
with those higher qualities which ennoble the character of 
man. The error of this ignorant prejudice shall be abun¬ 
dantly exposed in these pages; but we will make a few 
preliminary remarks upon it, in order to convince the 
student that the political economist is not the harsh being 
generally portrayed, but that he possesses that information 
which tells him how to improve the lot of his fellow-men. 
He may therefore be the most useful of all philanthropists; 
because a mere desire to do good without any principles 
of guidance is ever liable to be a futile and a misdirected 
effort. 

Political economy is concerned with those principles 
which regulate the production, the distribution, and the 
exchange of wealth. 

The first great work on political economy was called by 
Adam Smith 'The Wealth of Nations;’ but political eco¬ 
nomy is concerned alike with individual and national 
wealth. Those who share the popular error above alluded 
to, make this inquiry, Has a nation no other mission to 
fulfil than to become rich? and should wealth be to the 
individual the one absorbing aim of life? But political 
economy never even gives colour to the suspicion that the 
creation and accumulation of wealth ought to be the great 
object either of a nation’s or of an individual’s existence, 
The spiings of life’s action are numerous; society is hold 
together^ by a vast aggregation of motives and sympathies. 
Wealth is necessary to man’s existence; a great portion of 
human exertion is stimulated by the necessity to labotrr, 
in order to procure the commodities which maintain 
j life. When, therefore, we endeavour to consider the pho^ 
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nomena connected with the production and distribullion 
of wealth, we do not wish, in <a feeling of o])posltion, to 
ignore the other phenomena of maids social cxistcuuu^; we 
isolate this class of phenomena, because tlic mu.HNssilh^s of 
scientific investigation demand it. Every social (|U(‘sllon, 
either directly or indirectly, involves some coiisid<u*afions 
of wealth, and therefore has an aspect from wliicli i(. must 
be considered by political economy. Thus it may he pro¬ 
posed to extend to the whole nation the syst(un of (^oinpul-1 
sory education, introduced by the Factory A(^l'iS. Political ; 
economy would point out how production in this (unmiry, | 
and how the wages of the labouring cla,ss('s, wouM ho j 
affected, by compelling every cliild iimhu'tlnrtcHUi years of! 
age, who might be employed in a.ny kimi of labour, l,o 
attend school a fixed number of hours })or W(H*k- Ibis is 
an aspect of the question which must and would, con¬ 
sidered, hut even if the political economist should prov(‘ 
that the production of commodities would he nunhuaMl 
more exp)ensive, he might he the first to admit tha.f such 
a loss of national wealth would be abundantly (joinpiuisatcd 
by the increased intelligence of tlie Jal)ouriMg ]) 0 ])ulaliion. 

Numerous other examples miglit be given wliieh wouhl 
still further prove the complete fabacy of tbo accntsfitioii 
which is so constantly brought against poIi(b*al cc()nomy, 
that it is a science which enco(n:ag(\s sebishness a.iul 
degrades the best feelings of liuiuaiU naturt\ IT a, |HTitical 
economist considers that the only fern and (aid of lilc is' 
the accnmulatioii of wealth, thou tla^ individual (Might to ! 
be blamed, and not the science which, lu^ prolTssi's. Poli« * 
tical economy if kept within its -propca; limits do^^s uol 
provide a code of social ethics which, will (uuihh^ us to d(*(*idc 
what is right or wrong, and what; is j’ust or unjust,. It Is 
the business of political economy to (‘xpla-in* tlu' (dbati 
which any circurastanco sucli a.s thc', inqiositiou of abax, 
or the enforcement of a particvula.r Ia,n(l i(‘nur(% will 
upon the production, the distribution, and I,Ik^ (4(duuigi* «»f 
wealth; and it is therefore manifest tha,t [)olii,i(nJ ts-oimmv 
cannot take account of various othi'r (umstajuouci^s which 
may be independent of any consi(l('ra.tit)ns concu*rinu<'' 
wealth. Tims, to revert to our original illuHiratbm, Pm 
principles of political economy will, cmablc! ns to a.s(*(U’(ia<in 
in what manner the wages of labourers ajid tlie production 
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of wealth will be affected by a compulsory system of 
national education. Hence the department of this ques¬ 
tion which belongs to political economy is, as it were, 
separated from those other departments of the question 
which investigate whether or not the morality and tlic 
social happiness of the people are increased by a system of 
national education. It is therefore a fundamental error 
to suppose that political economy ever asserts that tlic 
liigher motives which actuate human actions ought to bo 
discarded in favour of wealth. Some writers on this 
science when discussing social questions may consider only 
that part of a subject with which political economy is 
concerned, and thus the error may be committed of ob- 
tablishing general conclusions from an incomplete inves¬ 
tigation. Hence political economists have sometixnoB 
appeared to be harsh and narrow-minded, but it is as idle 
upon these grounds to accuse political economy of being 
selfish and hardhearted, as it would be to blame geology 
because an injudicious and enthusiastic geologist ignored 
and despised other branches of physical science. 

It must moreover be borne in mind that although senti¬ 
mental moralists may profess to sneer at wealth as one of 
the idle vanities of this world, yet there can be no doubt 
that, even in England, the great besetting evil of the nation 
is the poverty of the humbler classes, and that these people 
cannot make any great social advance until a decided 
improvement has taken place in their material condition. 

We have described political economy as a science which 
is concerned with the production, the distribution, and 
the exchange of wealth. But the meaning of wealth, 
though a word of every-day use, will not probably be 
adequately understood without some elucidation. 

Wealth may be defined to consist of every commodity 
which has an exchange value. 

The^ necessity of the limitations introduced into tliie 
definition may be readily shown. The air we breathe is of 
course not only a want, but a necessity of life ; yet it can¬ 
not be regarded as wealth, because its supply is unlimited, 
and it therefore has no exchange value. Water very 
generally can he obtained in an unlimited quantity, and 
therefore it is not wealth; hut the population of a largo 
town would soon absorb all the water which nature spori- 
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taneously provides, and tlierefore water must Toe supplied 
Iby artificial means. It then at once possesses an exchange 
■value, and is justly considered to be wealth. Wealth, 
therefore, is not determined by the nature and quality of 
a commodity, but rather by the circumstances in which 
that commodity may be placed. A gallon of the water 
which flows from the springs at Amwell is not, tlicro, 
wealth; it would be as valueless to sell as a cubic foot of 
air, because, there, a supply of water can be as easily ob¬ 
tained as a supply of air; but that same water conveyed a 
few miles, to the metropolis, produces the large annual 
revenues of the New River Company. 

The character of wealth may be also given to a com¬ 
modity by the shifting caprice, or by the changing wants 
of man. It thus becomes evident that exchange value 
is the characteristic which stamps a commodity with the 
attribute of wealth. 

The most striking variations in wealth are exhibited by 
the same nation in different ages, and by different nations 
in the same age. There was a time when England was as 
poor as any country which is now consigned to the wan¬ 
dering savage, and yet she possessed then those same 
natural resources which now so materially contribute not 
only to form but to sustain her present wealth. Tlie 
richest seams of coal were unworked, but in those 
remote times her population was in a condition in whicli, 
they could have no demand for coal, and therefore this 
article had no exchange value; and that commodity 
which is now so valuable, could not then bo legitimately 
classed as wealth. Hence it is manifest that the social 
condition of a nation and the state of its civilisation 
determine to what extent natural resources may be classed 
as wealth. 

Each stage through which progressive nations Iiave ad¬ 
vanced from barbarism to civilisation is preserved at tlie 
present time in some parts of the globe. The savage still 
exists who lives by hunting and fishing; the wandering 
Arabs are true types of the ancient nomad tribes whoso 
flocks and herds were grazed on natural pastures without 
the aid of the large supply of food which would bo yielded 
even to the rudest agriculture. The village communities 
of the East remain instructive examples of the patriarchal 
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type of life; the stereotyped condition of China exhibits 
the features of a remote civilisation. These great dificr- 
ences in wealth are partly due to physical causes, hiit 
they mainly depend upon social circumstances, and as fai’ 
as they do so, form the appropriate topics of political 
economy. The mind of an Englishman so liabituaJly 
contemplates progress, that it is difficult to keep in view 
how large a portion of the habitable globe is in an abso¬ 
lutely stationary state. It is the duty of the political 
economist to explain not only the conditions which deter¬ 
mine progress in national wealth, but also the causes 
which tend to make the material state of a country eitlier. 
stationary or retrogressive. j 

It is even at the present day important to direct careful | 
attention to an erroneous conception of wealth, which was! 
universal until the appearance of Adam Smith’s great work, 
about eighty years since. The error when once exposed 
may appear incapable of misleading a child, yet no ei-ror 
was ever more tenaciously clung to; it not only corrupted 
speculative science, but it infected the whole connnercual 
policy of every European nation. These errors are asHO- 
ciated with the policy which has received the name of the 
mercantile system. The essence of the mercantile system 
was to identify wealth with money. Now the use of movicy 
is one of the first signs which marks a nation’s progin^ss 
from barbarism towards civilisation. Societies even eoni- 
paratively rude must be impressed with the necessity of 
adopting some medium of exchange. This will bo reatUly 
understood by a cursory glance at the general functions 
which money fulfils. In the first place, money parovi<leH' 
the measure by which to record the value of each coni-i 
modity. If for instance, it is known that a sack of wheat | 
is worth twenty shillings, the value of the sack of wlioat, i 
compared with any other article, can be at once ascertainod 
when the price of this last article is known. Money, more¬ 
over, is not only a universal measure of value, but is also a 
universal medium of exchange, A man may possess a store 
of wheat which he requires to exchange for various otlier 
commodities; money provides him with the machinery hy 
which this can be readily eftected. The wheat has simply^ 
to be sold for so much money, and with this money n 
certain amount of the other commodities required can bo 
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purchased. But if the use of money did not provide a 
general medium of exchange, the whole transaction rnust be 
conducted by barter; thus, if the individual possessing- the 
wheat required a coat, he would have to discover some one 
who was willing to exchange' the coat he wanted for wlieat. 

Every transaction would under these circumstances be 
conducted by barter. Commerce thus impeded could never 
develope, and society never advance beyond its primitive 
rudeness. But these important functions which money 
performs, engendered in men’s minds the fallacies of the 
mercantile system. For the value of every commodity 
being estimated in money, and every commodity also wlicn 
bought or sold being exchanged for money, men soon 
began to mistake the symbol for the reality, and nothing 
was regarded as wealth except money. A nation conse¬ 
quently tested the utility of its commercial transactions 
with other nations, by ascertaining whether the commerce 
caused money to flow into the country. The whole com¬ 
mercial policy of a nation was framed with the specific 
object of encouraging the greatest possible accumulation 
of the precious metals.- No one would now profess adlic- 
rence to the errors of the mercantile system, but wo sball 
have abundant opportunities of showing that tlicy are still 
the secret prompters of many a wide-spread fiillacy. The 
consequences of the mercantile system will be further dis¬ 
cussed in those chapters which treat of money. 

These general remarks upon wealth will enable us a;t 
once to proceed to the consideration of the production of 
wealth, the first great division of political economy. 
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THE EEQXJISITES OF PEODUCTIOKT. 

^ I ^H!E production of every species of wealth requires the 
__l_ application of man’s labour. The forces of nature, act¬ 
ing upon the materials of which the earth is composed, have 
meated products from which wealth is immediately derived, 
lire seams of coal were deposited without any human 
agency, but the coal is not available to satisfy any of the 
wants of life until man’s labour has dug this coal from the 
mine, and placed it in those situations in which it is 
required. But labour, in order to produce anything, must 
have some materials upon which to work. These are sup- 
p led by nature, and may be termed natural agents. The 
steam-engine, for example, is fashioned out of metals, 
deposited as the result of certain forces acting in remote 
geological ages. ° 

Production, therefore, has manifestly two requisites— 
abour, and appropriate natural agents upon which this 
labour may wurk. But there is a third requisite, the 

deS Tb perhaps, not appear so self-evi- 

observer might be very possibly satisfied to 
accept as sufficient the two requisites of production we have 
mentioned; for it might be said. Does not properly trained 
labour, acting upon suitable materials, suffice to produce 
the required commodity ? But there is somethino' which is 
requisite to this labour itself. The labourer mSlt be fed 
How can he be fed but by food which has been previously 

kbTr fb f required the appLtion o^f 

labour, therefore, since the labourer must be fed bv nre- 

yiously accumulated food, a third requisite of production 
IS suggested, for some of the results of past labour are 
required to be set aside to sustain the labourer whilst 
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labouring. The third requisite of production, therefore, 
is a fund reserved from consumption, and devoted to sus¬ 
tain those engaged in future production. This fund is 
termed capital. 

The early steps of a student in almost every science are 
'met by certain obstacles; if he succeeds in surmounting 
these obstacles, his future progress seems to be insured. 
The young mathematician who obtains a firm grasp of the 
physical conceptions involved in the laws of motion, will 
comprehend with facility problems of apparently great 
rnathematical complexity. The questions involved in con¬ 
sidering the functions of capital, will test a man’s capacity 
to master the principles of political economy. Success in 
the study of this science may be regarded as guaranteed to 
all who obtain a clear insight into the nature of capital. 

There are certain fundamental propositions concernino’ 
capital which should be kept steadily and constantly in 
view. ^ One of these is as follows:—Capital is the result 
of saving. This saving may not be primarily prompted 
with a view of assisting future production. The results 
of labour, however, are not rendered immediately avail¬ 
able for consumption: the ploughman who ploughs the 
soil must wait for months before the wheat which his 
labour contributes to produce, will be ready for human 
food ; but the ploughman must be fed, and he is fed with 
food previously accumulated. The labourers, too, who 
have constructed his plough, must be fed on food Avhich 
has been saved from previous consumption; for a consider¬ 
able time must elapse before the harvest can be gathered 
from the soil which the plough has assisted in tilling. 
Capital, therefore, represents all that has been sot aside 
from the results of past labour to assist present or future 
production. It will now be perceived that capital is as 
indispensable a requisite of production as cither labour or 
appropriate natural agents. 
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LABOUB AS AK AGEZSTT OF PRODUCTION. 


TT is manifest, from the remarks which have been made 
X in the previous chapter, that labour is indispensable 
to the production of wealth. As we proceed to describe 
the purposes to which labour is directed, it will be found, 
as observed by Mr Mill, that labour creates utilities fixed 
an embodied in material objects. Nature supplies the 
materials, but labour fashions these materials, arranges 
thern, places them in those situations in which they are 
required, and m fact renders them in every respect suited 
to satisfy the wants of life. 

The ^eater number of commodities, before they become 
serviceable for man, pass through many complicated pro¬ 
cesses, each of which necessitates much complex labour, 
trace the cotton seed, first sown in the swamps of Georgia, 
toen supplying material to the looms of Manchester. 
Watch the woven cloth transported to the far East, there 
destined to clothe the inhabitants of some remote valley 
ot bcinde. Attempt such an examination, and we at once 
become alinost overwhelmed with the endless series of 
labourers who have ministered to the production of so 
simple a commodity as a piece of cotton cloth. There 
are those who cultivate the cotton plant in Georgia, and 
prep^e it for exportation. The cotton has to be brought 
to_ the port. Shipwrights must have constructed the 
ships which carry the cotton from America to England • 
sailors must navigate these ships; dock-labourers are re¬ 
quired to unload the cottonthe railway on which the 
cotton IS carried from Liverpool to Manchester has been 
constructed by the industry of numerous classes of labourers: 
and the cotton, before it is woven into cloth, passes through 
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the hands of a succession of workmen whose skill is as¬ 
sisted by machinery—to the creation of which almost 
every class of labourers has contributed, from the collier 
to the skilled and thinking mechanician. Every one may 
also be regarded as an important participator in the work, 
who has, by his saving, contributed to the accumulation of 
the capital hy which the industry of the labourers has to 
be sustained. We are quickly carried into endless rami¬ 
fications if. we attempt to ascertain the labour which has, 
either directly or indirectly, assisted in the production of 
an apparently simple commodity. 

Although no wealth whatever can be produced without 
labour, yet there is much labour which does not contribute 
to the creation of wealth. Hence, labour is divided into 
two great classes, productive and unproductive labour. : 
This is a distinction which, in name, is familiar to those 
who have not studied political economy. 

Before the characteristics which distinguish productive 
from unproductive labour are explained, it will be neces¬ 
sary to revert to our primary conception of wealth. Nature, 
as has been before remarked, supplies the materials. Man 
is powerless to create any matexial object; he combines 
substances together which would never be combined with¬ 
out his interposition, and thus creates a product which 
nature could never construct without his aid. Man takes 
the wheat and puts it in that situation where it will be 
ground; with the flour he mixes a certain quantity of 
water and yeast, and when he has brought the mixture 
within the influence of the requisite heat, a loaf of 
bread will have been made. It is through the agency of i 
man's labour that these utilities are embodied in mate¬ 
rial objects which give them their exchange value. For 
instance, the utility which man confers upon coal is to 
place it in those situations in which it may be required. 
There can be no doubt, therefore, that all that labour is 
productive which confers utility upon material objects. 

Such is the labour of all ordinary workmen. Agricul¬ 
tural labourers, manufacturing operatives, bricklayers, &c., 
must all he manifestly ranked as productive labourers. 
All those, too, who are employed in transporting mer¬ 
chandise from one place to another, are productive labour¬ 
ers, for they confer upon commodities the utility of being 
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the time and labour which can be spared for enjoyment: 
even the labour of those who provide these enjoyments 
is not altogether unproductive; a man will work with more 
vigour and efficiency if his mind can be diverted from the 
routine toil of life. 

From these remarks we are able to deduce a precise 
definition of productive labour. The definition which is 
now usually accepted, is as follows:—'Productive labour 
is that which produces utilities fixed and embodied in 
material objects.’ According to this definition, the labour 
of the teacher is unproductive from whose instruction a 
■mechanic acquires his skill. And yet the skill of our 
workmen ought to be classed as wealth, because the loss 
of this skill would diminish the wealth of the nation, 
as much as if she were deprived of a great amount of 
material wealth. If, however, the skill of the labourer 
is classified as wealth, we strain the use of the word 
"wealth’ beyond its usual acceptation; because wealth is 
always popularly conceived to be something material. 
We will therefore adopt the following definition:—Pro¬ 
ductive labour is that which either directly or indirectly 
produces utilities fixed and embodied in material objects. 
According to this definition, the labour of the teacher who 
imparts skill to the mechanic is productive, for by this 
skill wealth is created—or, in other words, utilities are 
embodied in material objects, and therefore the labour of 
the teacher indirectly produces these utilities, and his 
labour must consequently be classified as productive. The' 
definition, moreover, obviates the necessity of running 
counter to popular language, for this is undoubtedly done 
if we denominate as wealth such an immaterial object as 
the skill of a mechanic. 

For the purposes of political economy, there is another 
distinction, as important as that between productive and 
unproductive labour. Much of that which is produced is 
destined to be wasted, or to be consumed unproductively. 
The wants of those who never contribute, either directly 
or indirectly, to the wealth of the nation must be supplied 
by the results of productive labour; and hence a portion 
only of the results of productive labour assists in the 
formation of new wealth. Consumption, therefore, as well 
as labour, may be either productive or unproductive. 
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Altliougb. the entire consumption of unproductive la¬ 
bourers must be unproductive, yet it does not follow that 
commodities are always consumed productively by pro¬ 
ductive labourers. For instance, even the poorest labourers 
in this country purchase some luxuries which they could 
abstain from, without in the slightest degree diminishing 
the efficiency of their labour. All such purchases, therefore, 
even if made by the most productive labourers, denote 
unproductive consumption. 

The distinction between productive and unproductive 
consumption will assume considerable importance in the 
remarks we are about to make upon capital. 



CHAPTER IV. 


OF CAPITAL. 


W E Lave already explained that capital is as indis¬ 
pensable a requisite of production as either labour 
or appropriate natural agents. A very little consideration 
will render it evident that labourers, whilst engaged in 
any particular industry, cannot live upon the commodity 
which their labour is assisting to produce. The plouo-h- 
man who tills the soil from which, in the following 
autumn, the harvest will be gathered, is fed with the 
wealth which his master has saved; or, in other words, the 
master pays his labourer’s wages from the wealth which 
he has previously saved. The production of wealth, 
therefore, cannot proceed unless some of the wealth 
previously produced has been set aside from immediate 
consumption. The wealth which has been accumulated 
with the object of assisting production, is termed capital; 
and, therefore, the capital of the country is the wealth 
which is not immediately consumed unproductively, and 
which may, consequently, be devcrted to assist the further 
production of wealth. This is a wide definition, but it is 
correct and suflficiently definite until the subject has been 
more fully elucidated. 

In the general introductory remarks upon wealth, 
particular attention was directed to that current fallacy 
which _ confounds money with wealth. The student, in 
obtaining his primary conceptions of capital, is not un- 
frequently confused by a similar fallacy. Capital, like 
other wealth, is estimated and expressed in money. Hence 
the idea is encouraged that capital consists of money, to 
the exclusion of any other commodity; although, perhaps, 
adhesion would not often be professed to such a proposition 
F. M, c 


BOOK I. 
OH. IV. 

Definition 
of cajiital. 


Fallacy of 
confound¬ 
ing cajpital 
xcithmoney* 




i8 


Manual of Political Economy. 


iiOOlv I. 
CH. IV. 


Capital 7101 
all m ac¬ 
tual em- 
X^loyment. 


when stated in plain terms; yet, when the error can be 
partially concealed in some of the difficulties of compli¬ 
cated questions, it will be found to vitiate the speculations 
of many a pretentious talker. Capital, let it again be 
borne in mind, is all that wealth, in whatever shape or 
form it may exist, which is set aside to assist future pro¬ 
duction. It is true that if, for instance, you ask a farmer 
how much capital he has with which to work his farm, he 
will reply that he has so many thousand pounds, but his 
capital is not actually in money, and even if it were in 
money it could not fulfil the functions of capital until 
the money had been exchanged for various commodities. 
For why does a farmer require capital to work his farm? 
He requires capital because implements and stock are 
wanted, and because he must have money, or some other 
property in hand which he converts into money, in order 
to ^pay the wages of his labourers; although a farmer 
estimates his capital in money, he obtains the amount of 
this estimate by ascertaining the pecuniary value of 
various items of which his capital is composed. In 
making this calculation, he takes account of the value of 
his stock, his implements, and the amount of money 
which it is necessary for him to keep in hand in order 
to pay his labourers’ wages, and to provide the outlay 
which is requisite for other purposes. 

It has been just stated that the whole capital of any 
country is the sum of the wealth existing in any shape or 
form whatever which has been set aside with the object of 
being devoted to assist future production. Hence it is 
manifest that the whole capital of the country is not at any 
particular time actually employed. This may be readily 
explained by an illustration. 

Let us consider some commodity such as wheat, which 
is produced in our own country, and to simplify the matter 
we will suppose that the wheat of one harvest is consumed 
by the time the next harvest is gathered in. Now it may 
naturally be asked, What portion of this wdieat ought at 
any time to be regarded as constituting capital ? Immedi¬ 
ately the harvest is gathered in, the wheat is of course 
so much wealth, and at that time just so much of the 
wheat as each individual owner intends to employ produc¬ 
tively as capital But this affords no correct estimate of 
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^QK^iv' wheat is exchaBged would be thus employed 

.—unproductive!j. Ought this wheat to he x'egarded as 
capital ? Yes—is the answer which will very probably 
be given. It is true that the money for which the wheat 
is sold is employed unproductively, but this will not in 
any degree prevent the wheat being devoted to useful 
purposes. The wheat will still be made into bread, and 
will be consumed in just the same manner as it would 
have been if the farmers devoted the money for which it 
was sold to productive purposes, instead of spending it 
Thai por- Oil their owii enjoyments. But suppose the farmers had 
^ devoted this money for wdiich the wheat was sold to pro- 
changedfor diictive purposes; by just that amount would the capital 
laxiiricH of the country be increased. The money for which the 
7iotcapita . -^Yheat is sold is not itself consumed; this money is devoted 
to purchase commodities, and if they are consumed un¬ 
productively, an amount of wealth equal in value to the 
quantity of wheat first exchanged is consumed unpro- 
ductively, instead of being devoted to increase the capital 
of the country, and thus assist the future ’ production 
of wealth. Now our argument implies that when un¬ 
productive consumption is spoken of, a tacit assumption 
IS made that the money for which the Avheat has been 
^Id is eniployedj in great part, to purchase luxuries. 
But luxuries, it may be said, naturally imply waste, and 
are not devoted to assist the production of wealth. Hepce, 
all that portion of the wealth of a country which consists 
of luxuries can never be productively employed, and, 
therefore, can never be made to form a j)art of a nation’s 
capital. It may, therefore, be asked. Can a farmer be said 
to diminish the capital of a country, if he does not waste 
his wheat, but simply sells it to others who will take good 
care to use it properly ? It may further be urged that he 
does not ieduce the capital of the country by buying 
luxuries; for luxuries cannot be used as capital, and ff 
they were not consumed unproductively by him they 
would be so by some other person. It might, therefore, 
appear that wealth is diverted from forming a part of 
the capital of the country rather by those who produce 
luxuries, than by those who consume them; it must, 
however, be borne in mind that the demand of the 
consiiinei, and not the arbitrary caprice of the producer, 
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capital is, the larger will be the fund which 
is to be distributed amongst the labourers. Returning to 
our previous illustration, we will consider two cases. ^In 
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the lirst place, let it be supposed that a farmer sells a 
* certain portion of his rvheat, say one half, and spends the 
. amount upon his own enjoyments. He afterwards ceases 
to do this, a,nd converts the amount he previously spent 
into capital, employing it in paying labourers. In what 
, manner will this change in the farmer’s course of conduct 
affect the laboiirers ? In the first case, the farmer may 
, spend the money upon such enjoyments as luxurious living 
I and expensive wearing apparel. Let one item of hS 
extravagance be taken. Suppose it be 5QI. paid to his 
, tailor for expensive cloth. The manufacturer of this 
cloth has employed so many labourers, and if there w'as 
no demand for it, the labourers engaged in its manufac¬ 
ture would be thrown out of employment; and, therefore, 
it would appear that the purchaser of 501. worth of cloth 
causes just the same demand for labour as if he had paid 
this 50L to labourers whom he himself employed. But 
there is a further consideration. "When the cloth is con- 
sumeL so much wea,lth is destroyed; the wearing of the 
cloth has given gratification to the purchaser, but lias not 
in any way assisted the future production of wealth. So 
much wealth has been destroyed without any reproductive 
result. _ But if the oOZ., instead of being laid out in clotli 
was paid directly to labourers, different results ensue, for 
then, after the 50Z. has been consumed by the labourers, 
there will be something left; there will be the result of 
tfieir industry which will represeht so much wealth. And 
thus the wealth of the country will be increased. But 
we have yet to examine whether any different consequences 
will ensue to the labourers themselves. It will piWbly 
be thought that the labourers, as a body, will be in the 
same position as they were before; and that the same 
amount of wages will be distributed amongst them bc- 

wf Sreat a demand for cloth, 

fewer labourers will be employed in that department of 
mdustry,- and that the loss to labourers employed in 
making cloth will he compensated by the farmer employ- 

' tme“hut ^Snculture. This is, undoubtedly 

, true, but if there is less demand for cloth, less will be 
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maDufacturecl. The cloth manufacturers will restrict their | 
business, they will have to employ less capital in it than 
they did before; they will, therefore, he able to spare a 
portion of their capital for other investments; nothing 
has occurred to make these manufacturers more extra¬ 
vagant, and therefore they will be anxious to seek some 
profitable employment for that portion of their capital 
which, is now set free from their own business. This 
capital will still, therefore, be employed productively; 
but if it is employed productively, it must still continue 
to perform the functions of capital, or, in other words, 
must be devoted to pay the wages of labourers engaged in 
some productive employment. . Hence a greater demand 
must be caused for labour if an individual, instead -of 
purchasing commodities for his own enjoyment, employs 
the money to pay the wages of the labourers. The pro¬ 
position that a demand for commodities is not a demand 
for labour, is a proposition which is perhaps more rarely 
understood than any other in the whole range of political 
economy. Let us, therefore, endeavour to exhibit its 
truth in a still stronger light. The truth of the propo¬ 
sition. shall be tested by the most extreme case which even 
an opponent can suggest. 

Let it be supposed that a person has a certain amount A further 
of property in the form of some useful commodity ; that 
he sells a portion of it, 50 L worth, with which he purchases 
some useless luxury, such as lace. If it is correct that a 
demand for commodities is not a demand for labour, then 
the purchase of this lace ultimately does no more good to 
the labourers than would be done if the individual wantonly 
destroyed the property which has been sold in order to 
purchase the lace. If such a wanton destruction of pro¬ 
perty occurred, the demand for lace would be proportion¬ 
ately diminished, and, as we have before mentioned, the 
result of this diminished demand would be, that the lace 
manufacturer would employ less capital and less labour in 
his trade; but he would be anxious to make use of the 
capital which was thus set free from his business; he 
would seek for it some profitable investment: it would 
therefore not be wasted, but continue as capital, or, in i 
other words, would still be appropriated to pay the wages i 
of labourers. Hence the capital of the country, and, | 
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therefore, the fund which is distributed amonffst the 
labourers, is not m any way diminished if an individual 
snould wantonly destroy so much wealth, instead of con- 
suming it unproductively for his own gratification. It i .9 
, evident that demand for commodities is not 

clemand for labour, and that, consequently, an individual 
increases the wealth of the country, and improves the con¬ 
dition of the labourer, not by spending, but by saving. 

Ibere still remains another case to be considered. We 
Have shown, in the above example, that the owner of 
capita neither increases the wealth of the nation nor 
benehts the labourers if he spends his wealth unpro- 
ductiyely upon his own enjoyment. But how will the 
wealth of the nation, and how will the condition of the 
abourers be affected, if an individual employs his wealth 
unproductive labourers 1 Suppose 
e oOL, which in the above example purchased lace 
waa now devoted to paying labourers engaged in carryin<^ 
useless work—such, for instance, as digging an 
artificia lake; this change in the mode of spending money 
would benefit the labourers, because the amount of 
money distributed amongst the labourers, or, in other 
words, the wage-fund, would be increased by SOI As far 
as the laborers, therefore, are concerned,*^ there is an 
important difference whether wealth is consumed unpro- 
c uctively or whether it is spent in maintaining unpro- 

wealth benefits the labourers as little as if the wealth was 
wa^ntonly destroyed. But when wealth is spent in paying 

ire h[ tbp^r work, then the labourers 

! 7^®! instance, as much benefited as if the wealth 
was devoted to productive industry. This must be so 
because the same amount is distributed amongst the k- 
resuk°f ^ ulterior consequences which 

difeieit ®“P^°ypent of capital are very 

ditteient for when capital is productivelv eniploved the 

wages which are consumed by the labourers caure a repro- 
duciion of wealth; therefore, in this case, the wealth of a 
nation is increased, and there is a greater fund from which 

remaX^n summarize our 

ai-e three 
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1 . A man may spend money on luxuries; then wealtli 
is consumed in simply giving him pleasure. 

2. A man may spend capital on labour that is not 
reproductive of wealth; then capital is consumed in sim¬ 
ply giving food to labourers. 

S. A man may spend capital on reproductive labour ; 
then capital is not only reproduced, but also gives the 
same amount of support to the labourers as in the second 
case. 

The propositions just established afford an instructive 
proof that a knowledge of even the first elementary -pirn- 
ciples of political economy shows the futility of the re¬ 
proaches which ignorance casts upon this science. It is 
stigmatised as encouraging selfishness ; but the selfish man 
devotes his means to his own indulgence, and political 
economy proves that such an one cannot claim the excuse 
of benefiting the labourers by causing a demand for the 
products of their industry. 

The propositions of political economy are necessarily 
somewhat abstract, and cannot be rendered familiar to the 
reader without illustrations. It is important to make these 
illustrations appear as practical as possible ; and, although 
there is nothing at all improbable in the cases we have 
above supposed, yet the affairs of commercial life are com¬ 
plicated by other considerations which wo cannot conve¬ 
niently take account of, until we have further advanced 
into our subject. We have supposed the case of an 
individual who, having been accustomed to purchase 50 ^. 
worth of lace, ceases to buy the lace, in order to employ 
the money in paying the wages of labourers. To this 
it may he objected that political economy is not concerned 
with a single farmer or a single manufacturer, hut ought 
rather to investigate the economy of a nation. But the 
result cannot be altered if the transaction we have supposed 
occurred between a great number of farmers and manufac¬ 
turers, instead of between single individuals. Again, it 
may be remarked that, in discussing the above example, 
it was stated that when individuals cease to buy lace, in 
order to employ more labourers, the lacc manufacturers 
would, in consequence of this diminution in the de¬ 
mand for lace, restrict their business, and would em¬ 
ploy less capital in it. But it may be said that wc. 
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Upon this point,, h<)\V(‘v<n\ \v(‘ will nntko an oh-.crvaliun 
wllioli Hlioiihl ho oai'ol’ully hnrtn' in miml thrnio’jinut <Mjf 
illustnit-ions. I’lu' rosults whtrh aiv <lt‘(lnrr(l {Vom 
jirinoiplos of polil.I(\al o<’ouoniy do lutj ('oint' into inunrdialo 
op(‘ra.t.io)u Tfu'so prinoiplon iinlioalo and atlinu frndrn<dra 
t,o pnMhuMM’orlnin I'osnlt.:;, whitdi will inr\ifal>Iv in fiinoho 
roalisiMl, if not- (‘onnt.«‘t*;iotod hy oiln-r oan.d;, 'rpu*; a 
ditniruitfion of domand, suoh as uo hav<’ lina*6nt*d. has 
maad.ly (uaairroii in kin* ro\(’Utry rihlnni trado ; and no 
doubt. tJn‘ ribbon manufarturora oantnU iminodiat(nin..- 
for t.htdr oa.pital to (Ulna’ iloparflumta of indn Jrv. nor nan 
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oapiiaJ, is an iinportant. part of tho oapital a ootudrv; 
a.iul tJio ina,(‘hinta'V ouiployod In a. ritibon niannfaotorv 
would bo almost vahnd<‘aa ii‘ i{. won* sold fo bo u ,od foV 
aomo ot.lna* purpoio, d'ln* ribbmi \voa\«T;. Pun wotdd in' 
intudi h'ss va!ua<hh* la.bonrt'Os boi’anso tlndr aotptuod akill 
would not. bo so ot!i(*iout in a. diffoivut kiiol of mdu'.trv. 
Wiwuust proooisl <(radually to tako nmninl of all thoso 
ami othm* moro (a>mpl!(\ati*d ocmsidoiatiomr At tho omuo^ 
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pria;to<l toa.s.stst futuiv prodindioin \V**alih so appn»pn:itod 
oonsrstsol maohinory, s(o(*k, implomouta. and a fund out 
ut \ylnrh tin* of (.ho labcmrora aro providotl ; but (bo 
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qiiantitj of wealth than is actually produced. Capital is 
wasted through want of skill; inferior machinery is fre- ' ' - 

quently used ; industrial enterprises, after having involved 
a heavy outlay, are often finally abandoned. Wealth 
which is used as capital, from other reasons, too, never 
contributes all the assistance it might to the production of 
wealth. The wages of labourers paid out of capital are 
generally sufficient to provide something more than the 
necessaries of life. The worst-paid classes of labourers 
probably spend some small portion of their wages in 
luxuries, the consumption of which does not assist, biit 
perhaps rather interferes with, the efficiency of their 
labour. The advocates of Temperance profess to furnish 
abundant statistics upon this point We are assured that 
the working-men of this country annually spend 3,000,OOOZ. 

, upon tobacco. If it can be proved that tobacco does 
not benefit, but injures both the body and the mind, 
then 3,000,000?. of the capital of the country, which in 
the first place is paid to labourers, and then expended 
by them in tobacco, is, considered as capital, rendered 
completely nugatory, because the 3,000,000?. in no way 
assists the production of wealth. If, moreover, it is true 
that tobacco cannot be used without detriment, then this 
3,000,000?. not only does not assist, but actually is an 
obstacle to the production of wealth. But it will per¬ 
haps be said, Although this sum of money^ spent upon 
tobacco does the labourer no good, yet it is not with- 
» out its beneficial influence; the ‘expenditure of so much 
money is good for trade, and thus the labourer receives an 
indirect advantage. The fallacy of such a supposition 
will be readily understood by recalling the proposition we 
have been so careful to explain, namely, that a demand for 
commodities is not a demand for labour. It is, however, 
necessary to be extremely cautious in expressing an 
opinion as to whether the consumption of a particular 
article does the labourer good. The relations between 
chemistry and physiology are as yet by no means settled. 

The theory of food is most imperfectly understood. A 
chemical analysis may very possibly show that such an 
article as tea contains none of those ingredients which are 
t commonly considered to nourish the human frame ; and 
hence a rash and ignorant assertion is often made that tea 
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IS not a necessary of life, and that therefore a heavy tax 
upon tea is no hardship to the labourer; the tax, it is 
urged, is simply a salutary sumptuary law, because the 
consumption of tea ought rather to be discouraged than 
encouraged. But although tea may not nourish the body, 
yet it undoubtedly soothes the mind, and this is equally 
important; for -without some such soothing influence, life 
would be almost intolerable, and even the body itself 
would be wasted by the weariness of the mind. 

Enough has now been, perhaps, stated to establish the 
proposition that although industry is maintained by capital, 
yet that there is always in a country sufficient capital to 
support more industry, or, in other words, to administer 
to the production of a greater quantity of wealth than 
that which is actually produced. 

Intimately_connected with this portion of the subject of 
capital there is a very widespread misconception that there 
would be a. glut of capital if it were increased beyond a 
certain point; in fact, that capital might be so augmented 
that no industry would be found upon which it could bo 
employed. Therefore, a certain waste of capital is consi¬ 
dered necessary in order to prevent such a glut. Now it 
has been explicitly stated that capital is the result of sav- 
mg and therefore if capital is increased, the increase must 
he due to greater saving. Let it therefore be . supposed 
that the rich spend much less upon luxuries, and resolve 
to employ labourers with the money thus saved. It mav 
be imagmed that if such saving were continued, our various 
industrial rnarts would soon be overstocked, and that ware¬ 
houses would be filled with goods for which there was no 

amongst political economists 
u ho do not sometimes write and speak as if they believed 
that the unproductive expenditure of the rich is required 
to give adequate employment to the poor. But if such an 
mcre»s6 of capital as that described should o»ur 
suppositions may he made: an increase of population pro¬ 
portionate to the increase of capital may occui • m 
secondly, the population may remain the same as it’was’ 
before the increase of capital commenced. * 

Ihe first case presents no difficulty: the increased 

htion^'T^tb® the increased popu¬ 

lation. But the second case must be carefully consi- 
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dered, and it at once suggests this difficulty: if all the 
labourers were previously fully employed, how could 
the increase of capital give additional employment to 
labourers ? 

A particular point, which may be keenly disputed in an 
abstract science, such as political economy, is frequently 
completely obscured in the ambiguities of general language; 
and, of this, the question under discussion affords a striking 
example. It therefore becomes very necessary, as a pro • 
liminary process, to attribute a distinct meaning to the 
above expression,—' giving additional employment to the 
labourers/ The augmentation in the capital of the country 
has been supposed to result from the diminished consump¬ 
tion of luxuries on the part of the rich. It is assumed that 
all the labourers were previously fully employed. But a 
new fund, which is now intended to be paid to the labourers, 
has arisen from the increased savings of the rich; where, 
therefore, are the labourers amongst whom this increased 
fund is to be distributed ? Those labourers, it is true, who 
have manufactured the hixuries which the rich now no 
longer purchase, will be thrown out of employment. But 
the capital of the manufacturers of these luxuries will 
be now seeking fresh investments, and will be thereforti 
sufficient to give employment either directly or indirectly 
to the same number of labourers as were previously main¬ 
tained by it, and therefore the new capital created by the 
increased savings of the rich still apparently retnains un¬ 
employed. But although the assumption has been made 
tliat all the labourers were previously fully employed, yet 
let us consider what this means. It must be interpreted 
thus: That all able-bodied labourers were in full em¬ 
ployment, and that they received certain wage>s for a cer¬ 
tain quantity of work. There can be no do\il)t that the 
labourers would willingly receive more wages if they 
could he obtained. It is quite impossible that the wages 
can he increased unless the capital is increased; now, 
however, there is an increase of capital, and therefore 
the wages of the labourers will rise. If the labourers 
were before supplied with all the necessaries of life, 
they in their turn will begin to consume more luxuries, 
and the labour which before had produced luxuries for 
the rich is now available to meet this new demand on 
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labourer. It may, liowever, be argued. 
■—that if the capital continued in this way to increase 
. the labourers’ wages would also be constantly increas- 
i ing, and at length all their wants might be satisfied. 

; When such a happy event was consummated, then the 
I hours of toil would be shortened, and men would not 
j be compelled to labour so ceaselessly as at the present 
j time. Human beings are not endowed with an uiieon- 
j trollable instinct for physical exertion; the wants of life 
must be satisfied by physical labour, but civilisation has 
no nobler mission to fulfil than to diminish the laboar 
which is required to satisfy the physical wants of life. 
Hence the vaunted progress of civilisation must appear 
delusive to that great majority of the human race who 
toil for hire, and who have found that the hours of their 
toil have only been slightly lessened. 

Generations after generations pass away whose minds 
remain undeveloped, and whose bodies have had to work 
With the constancy and the regularity of a machine. Poli¬ 
tical economy will assist us in understanding the means 
by which the labourer’s toil is to be lightened. Let it not 
tnea be called a liarsh or degrading science, for no study 
can fill our minds with brighter anticipations for the 
tutiire than one which will enable us to comprehend 
some of the requisites which will afibrd, to a greater num¬ 
ber, “that only true and most supreme happiness—the 
development of the human faculties to a harmouiou.s and 
consistent whole ” 


capital is the result of saving, it is often errone- 
.umcd iT considered that capital is wealth which is set aside 

orcUr to With the object of not being spent; but this is a fuiula- 
fuStil, f misconception, for capital cannot fulfil any of its 
^ functions except by being wholly or partially consumed. 

inns, capital provides the fund from which the wa^'es of 
labour are paid, and these wages are, of course, consnuned 
in ministering to the wants of the labourer, and in sun- 
piying him with all the various necessaiies of life If a 
man has so much wheat, it is wealth which may at anw 
moment be employed as capital; but this wheck is not 
made capital by being hoarded; it becomes capital when, 
t feeds the labourers, and it cannot feed the labourers un¬ 
less It IS consumed. These considerations apply to capital 
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existing even in a more permanent form, such as rna- 
cliinery. All machines must in time gradually wear out; a 
steam-engine, durable as it may appear, is only capable of 
performing so much work ; but a steam-engine is capital, 
because it assists the production of wealth, and therefore it 
only fulfils the functions of capital when it is in motion ; 
but every hour that it is kept in motion contributes some¬ 
what to its ultimate wearing out. It is therefore manifest 
that all the wealth of the country, in whatever form it may 
be, can only perform the functions of capital by being wholly 
or partially consumed. The capital of a country is con¬ 
stantly being consumed in order to produce more wealth, and 
therefore capital is maintained by perpetual reproduction, 
and not by hoarding and keeping wealth out of consumption. 

The leading propositions with regard to capital have 
now been discussed, and they afford principles which will 
enable us to investigate economic problems of the greatest 
interest and importance. An endless variety of such pro¬ 
blems bearing upon the subject of capital may be readily 
suggested, and the student should zealously apply himself 
to their solution. Let him not suppose that he is ^vasting 
time upon the mere rudiments of the science ; he may res^ 
assured that, if he fully comprehends the subject of capi¬ 
tal, his future successful progress in the science is insured, 
and that he will become one of the few who can apply tlie 
principles of political economy even to those siniple finan¬ 
cial and social questions which,are the topics of everyday 
discussion. 

It will be, perhaps, useful to our readers if \ve give one 
or two practical applications of the laws of capital wliicli 
have been enunciated in this chapter. One such applica¬ 
tion is suggested by considering tlic rapidity with winch 
a country recovers from the ravages of a disastrous 
war. This phenomenon was first fully elucidated by Dr. 
Clialrners. A conqueror overruns a country, and (^►sdroys 
every vestige of accumulated wealth which he can discover. 
A* great portion of the food with which the labourers were 
to be fed is gone; machinery and other appliances with 
which industry is assisted are destroyed. Ibe capital of 
the country appears to be almost lost, and when it is i'g- 
inemherGd that the future production of wealth depended 
n])ou this capital, it might be supposed that production 


book X. 
CH. IV. 


Practical 
application 
of them 
principIeB. 


Pffccts of a 
war. 




32 


Manual of Political Economy. 


BOOK I. 
CH". TV. 


Commer¬ 
cial pro¬ 
gress in¬ 
creases the 
evils of tear. 


would cease, and that the country must for years remain 
the same desolate waste. But, on the contrary, countries 
which have been thus ravaged and pillaged, have in a few 
years revived, and seemed to be as prosperous as before. 
The history of Athens, and the French Wars in the Pala¬ 
tinate, afford many striking examples of a rapid recovery 
from the devastation of war. The phenomenon admits of a 
very simple explanation. It has been shown in this chap¬ 
ter that the capital wFich at any time exists in a country 
is always siifScient to administer to the production of a 
much greater amount of wealth than that which is pro¬ 
duced ; or, in other words, the production of wealth which 
actually takes place might be effected with the aid of much 
less capital than the amount which is applied. There, 
therefore, always exists a considerable excess of capital 
which might be wholly destroyed without necessarily im¬ 
peding the production of wealth. For instance, every 
shilling of the labourer’s wages which is expended upon 
anything but the mere necessaries of life might be de¬ 
stroyed without affecting the industrial efficiency of the 
labourer, and consequently without diminishing the future 
production of wealth. If, therefore, in a country ravaged 
by war, there should be just enough food left for the 
labourers to live upon until the next harvest is gathered 
in, and if also they had the necessary agricultural imple¬ 
ments, there is no reason why the country should not soon 
be restored to its former fertile and well-cultivated appear¬ 
ance. ' But if the implements of agriculture were destroyed, 
cultivation could not proceed until they were replaced; 
and the after consequences of the war would be more 
permanently disastrous. 

As a nation advances in commercial prosperity, a con¬ 
stantly increasing quantity of national wealth assumes a 
permanent and fixed form. The docks, the railways, oiir 
unsurpassed mercantile navy, the great manufactories of 
Lancashire and Yorkshire, with their machinery as costly 
as it is ingenious ; these works, and not the food and cloth¬ 
ing stored in onr warehouses, are the striking evidences of 
England’s vast accumulated wealth. If all the food was 
destroyed except just enough to prevent the people starv¬ 
ing, England in one year might present an unchanged 
aspect of commercial iDrosperity; for the food which is 
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red at any particular time is destined to be consumed, 

i it is only that portion which maintains productive .. 

ourers tliat ministers to the future production of wealth, 
t if an invader should ever range unrestrained over 
5se islands, and should destroy the wealth which exists 
a, permanent form, such as public works, machinery and 
Idings, then the disaster could not soon be repaired,. 

1 England would suffer for a far longer period than 
poorer nations, conquered in more backward times, 
nco war becomes more terribly disastrous- to a nation 
eodi year a greater proportion of her wealth is accu- 
laied in a more permanent form. Let us hope, then, 
t commercial progress may carry with it guarantees 
the permanence of peace. Of late years a feeling of 
le humanity has attempted to make the rights of private 
perty respected in war. Life may be sacrificed witli 
much prodigality as ever. The foremost mechanical 
uus of this mechanical age is devoted to the pro- 
3tion of weapons of death; but civilization, it is said, 
nands that there should be no wanton destruction of 
perty. No such attempt to palliate the material disas- 
3 of war ought to be encouraged; war will be rendered 
3 frequent, if a whole nation is made to feel its terrible 
.sequences, instead of concentrating all the horrors in 
sacrifice of thousands of helpless victims who may be 
rshalled at the caprice of a despot. If any nation 
uld ever threaten England with invasion, England ought 
speak in unmistakable language that her vengeance 
uld not be confined to a retributive slaughter of 
liers, but that she would destroy all the public works 
m which the wealth of the nation mainly depended. 

•S will give a practical check to vaunting ambition, and 
jht rouse a nation to restrain the military designs of the 
'it despotic ruler. 

'his digression suggests a consideration of the much MoM 
ated financial question, whether any extraordinary na- 
lal expenditure, such as is caused by a war, ought to be 
rayed by a loan or by increased taxation I England lias taxation? 
)rted to loans, and a permanent record of this fi.nancial 
Lcy is afforded by a national debt, larger than the aggre- 
e amount of the debts of all other European nations^ 

This wa3 written in 1863, since which time our own debt has been 
F. M. D 
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ilr Gladstone in tis budget-speech of 1854 evoked the 
enthusiasm of the House of Commons by the declaration, 
that in future-the financial policy of England "was to be 
reversed. The expenses of the Russian War were to be 
defrayed entirely by increased taxation, and thus posterity 
Avould inherit the assumed advantages of that contest, 
unencumbered with the penalties of augmented pecu¬ 
niary burdens. The virtuous resolution of Parliament was 
not maintained, and the Russian War added 50,000,000?. 
to our perm^ent debt. It would be foreign to our im¬ 
mediate subject to discuss to what an extent the present 
generation is justified in burdening future generations: 
there can however be no doubt that the whole of the 
money required for the Russian War might have been 
raised by taxation. 

A loan may be obtained from two sources: it may 
be taken from the capital of the country, or it may 
be provided from increased savings. If capitalists con¬ 
sider that the terms offered by the Government afford 
an eligible investment, they may be induced to take 
soine oi the capital employed in various commercial 
undertakings, and lend it to the Government. Now let 
us trace the consequences of such a diversion of capital 
from reproductive industry. It may be thought that if 
the Government spends the loan at home, the loan has not 
diminished the capital of the countiy; it has merely 
caused a portion of it to be diverted to other purposes’, 
ihe Government, however, wffl ordinarily spend the loan 
weapons. _ Cannon balls, gunpowder, and 
tn ® yliich cannot be appropriated 

£ f'ltoe production of wealth, labours cannot 

be fed by them, and therefore when the loan is converted 
into such commodities it cannot form a portion of the 
capital of the countiy. If, however, the Capital which, 
las been contributed to the loan had remained with its 
oiiginal possessors, it would in the undertakings in which 
It was employed, in ah probability, contribute to the pro- 
SSfi some useful commodities which might after¬ 
wards be apphed as capital Upon such an hypothesis, 

to 1,100,000,000/., or more than 300,000,000/. in e^oes?of om om“oit.® 
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therefore, the capital of the country is diminished in 
consequence of the loan; the labourers will ultimately 
suffer, because since there is less capital there will be 
a smaller sum to be distributed amongst them. 

As a second hypothesis, let it be supposed that the loan, 
after being raised in a country, is productively employed 
by a Government, Where industrial enterprise is back¬ 
ward, it may happen that many important undertakings, 
such as railways, canals, and irrigation works, will not be 
carried^out by any one but the Government. A loan 
which is raised under such circumstances will cause an 
augmentation in the capital of the country, unless the 
whole of the loan is obtained from wealth already per¬ 
forming the functions of capital. This is scarcely a possi¬ 
ble supposition; there is never this active employment of 
capital by private individuals in countries where indus¬ 
trial enterprise is backward. The money lent to the 
Government would no doubt, to a considerable extent, be 
supplied from wealth which has been hoarded. The ad¬ 
dition which may be made to the capital of a country by 
devoting a loan to reproductive purposes may be much 
greater than is here described; for it generally happens 
that a large portion of the loan is obtained from foi'ci^'-m 
countries. Thus the Government railways of Russia and 
the public works of India have been to a very large extent 
constructed^ by means of English capital. In the contrast 
which has just been drawn between the certain loss and 
possible gain which may ensue upon the unproductive or 
productive employment of loans, it must not be supposed 
that a Government is justified under all circumstances in 
raising loans for industrial undertakings. In the first 
place the interference of the Government may check 
private enterprise, and it is always better that trade and 
industry should as far as possible be left to pifivate entei- 
prise. Government management is almost invariably waste¬ 
ful and inefficient. Even when the circumstances warrant 
the Government in raising a loan for some industrial work, 
it ^ often happens that the advantage which such a loan 
might bring to the country is to a great extent counteracted 
by the wasteful manner in which the work is carried out. 
The history of the Public Works Department in India 
affords numerous examples of the truth of this remark. 
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But again, referring to loans which are uiiprodnctively 
expended by the Government, it may not unnaturally be 
asked :—Whj should the unproductive expenditure of 
a Government impoverish a nation more than if the same 
amount of wealth was spent unproductively by indivi¬ 
duals ? In one sense, no doubt, a nation is not rendered 
poorer, as may be shown from the following considera¬ 
tions : Suppose, for instance, we wish to make an. esti¬ 
mate of the wdiole wealth of the English nation. All the 
wealth possessed by Englishmen in the funds should be 
omitted from this estimate. If it were not so, the same 
wealth would be counted twice over. Suppose A has 
a mortgage of 10,000?. on B s estate. The mortgage is 
wealth to A; but it is not a part of the nation’s we^th, 
because the mortgage simply shows that B’s estate is 
not entirely his own property, but that A has a share of 
it, the value of which share is equivalent to the amount of 
the mortgage. Similarly the fundholders have a mort¬ 
gage upon the industry of the nation; and if the fund- 
holders were all English, and the nation repudiated its 
debt, the wealth of the country would not in the slightest 
degree be either decreased or augmented: a most unjust 
confiscation of property would be perpetrated, but there 
would have been no destruction of wealth; for what the 
fundholders would lose the tax-payers would gain. The 
national debt, considered in this aspect, is a mortgage 
upon the industry of the nation; and the creation of a 
mortgage cannot diminish the wealth of a nation unless 
the persons who own the mortgage should be foreigners, 
when, of course, a portion of the national wealth is trans¬ 
ferred to another country. These considerations show 
that if the raising of a loan encourages money to be 
saved, the loan might be spent in the most unproduc¬ 
tive manner possible without in any way diminishing the 
national wealth. There is, however, a difference in the 
consequences which result when money is spent unpro¬ 
ductively by individuals, and when the same money is 
subscribed to a loan, which is spent unproductively by 
Government. In the first case, where individuals spend 
the money unproductively, no one has to i)ay them any¬ 
thing for doing so ,* but in the second case, wdiere these 
individuals lend the money to the Government to be spent 
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unproductively, tlie whole nation has annually to pay 
a certain penalty in consequence of this unproductive ex¬ 
penditure. The penalty paid is the interest received by 
the lenders of the loan. 

In estimating the effects of a loan we have these geneial 
principles to guide us ; The loss of the labourer is in pro¬ 
portion to the extent to which the loan encroaches upon 
the capital of the country. A loan may increase the capital 
of a country either by encouraging greater saving, or by 
inducing capital to be subscribed to the loan from^ other 
countries. In this case the labourer may receive an imme¬ 
diate benefit, proportioned to the increase of capital caused 
by the loan. Indian railways have been constructed by 
loans subscribed almost entirely in England. It has been 
calculated that ll,00O,0O0L has been paid to the natives 
of India for their labour upon railways; and, since this 
amount was imported capital, the labouring population of 
India derive the same advantage as if private capitalists 
had decided to spend an additional 11,000, OOOZ. in the em¬ 
ployment of labour. Whether the advantage is permanent 
or not depends on whether the railways ultimately prove to 
be remunerative. The Indian railways have hitherto 
yielded sufficient to pay the interest on the loans raised 
for their construction, and the deficiency has to be sup¬ 
plied by taxation. It must be remembered that this 
taxation has to be borne by the whole people, many of 
whom live too far from the railways to derive any 
advantage from the extra demand for labour which their 
construction created. If, however, a loan in any way 
causes the capital of the country to be increased, the 
labourers will receive immediate benefit, even if the loan 
is spent unproductively; on the contrary, the employers 
will, under the same circumstances, suffer a loss, because 
wages will rise as a consequence of the capital being 
increased. 

The ultimate effects of a loan upon all classes depend 
entirely upon the manner in which the loan is^ spent. If 
it is spent unproductively, the whole nation will have to 
pay a permanent penalty for the extravagant expenditure. 
If it is devoted to works of industrial usefulness, which 
would not be carried out by private enterprise, then the 
nation may be greatly enriched* 
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I Iq quoting warlike material as an example of an uiipro- 

' • P®'’-* Government, it is 

intended to express no opinion adverse to military prepa¬ 
rations. Vast sums have been, and will probably again 
be, squandered in war; but there can be no greater impedi¬ 
ment to the production and accumulation of wealth than 
a want of security from hostile attack ; and therefore it is 
absolutely necessary, even for the interests of commerce 
that the defences of the country should be adequate] v 
maintained. 


Let us now examine what different consequences ensue 
It an increased expenditure is supplied by ta.xation in¬ 
stead ot by loan. Increased taxation is obtained in dif- 
terent ways in different countries. In our own country 
there are probably only two sources available for laro-elv 
augmenting the revenue. These are the income-tax and 
an increase of the duties upon some commodities of general 
consumption, such as tea and sugar. Let it be supposed 
that recouise is had to both these expedients. An income- 
tax may be paid in two ways; it may be paid out of income, 
or It may be paid out of capital. Thus a manufacturer 
who IS charged with l,000i additional income-tax, may 
pay the amount by increased saving, or, in other words by 
diminishing his personal expenditure. If this is done ’2 

therefore the labourers do 
for them is that no en¬ 
croachment should be made upon capital. But it will 
perhaps be said, that if the people who pay the increased 
income-tax are induced to retrench their expenditure trade 
will suffer in consequence of their purchasing fewer com¬ 
modities, and that the labourers will thus be injured be¬ 
cause dull trade is always prejudicial to them. "^But here 

dei^rnffor^"® important proposition, that a 

demand for commodities is not a demand for labour- if 

capital, the labourers may derive a very decided advant^fyn 

from au increased income-tax, because a portion of tSe 

money which is thus obtained by the Government is sure 

to be employed as capital, since it will be paid in waves 

t other classes of labourCTl en- 

atteibuted to n f'^® ^-dvantages often 

attributed to a democratic suffrage is that the people have 
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^ direct interest in checking a reckless expenditure, and 
it is also urged that it is the interest of the rich, in oppo¬ 
sition to the poor to encourage heavy taxation. But the 
labourers will in every way be greatly profited by in¬ 
creased expenditure if the money is provided by an in¬ 
come-tax, which is sure to be partly supplied from increased 
economy, and which, in this country, it has never been 
proposed to levy upon the labouring population. In a 
country so rich as England, even a heavy income-tax 
would probably in the main be paid out of income, and not 
out of capital. Such a tax, therefore, would not seriously 
interfere with the production of wealth, but would most 
materially encroach upon the means of enjoyment, of* the 
majority of those who pay it. Even in the richest 
country, if an income-tax continues to be increased, it 
must at length cease to be chiefly paid out of income. 
Directly it encroaches upon the capital of the country, 
the tax becomes doubly burdensome and disastrous, the 
production of wealth will be impeded, the position of the 
labourers must be rapidly deteriorated, and the finances of 
the country will be gradually brought into a most critical 
state. In a poor country, such as India, an income-tax 
is a much more hazardous expedient, than in a wealthy 
country like our own. 

We have now pointed out some of the effects which 
follow both from loans and from increased taxation, and 
there can be little doubt that loans ought to be avoided 
as far as possible. A loan, however, is perfectly justifiable 
when it is necessary to resort to so 'high an income-tax 
that it must in great part be paid out of the capital of the 
country, or when taxes on commodities have been raised 
to the point at which farther increase is attended with a 
diminution of revenue. In both these cases the produc¬ 
tion of wealth is at once impeded. If we had to decide 
between a loan and taxation as a mere abstract question 
concerning the production of wealth, there would be little 
hesitation in deciding against the loan, because a loan 
would generally be paid more entirely out of capital. 
It is, however, impossible to frame a general maxim 
which will apply to every case. Political economy will 
supply the principles which will suffice for each case, 
as it may occur. Thus, if a war should break out in India, 
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tic to tax a raw material. ^ Suppose it were determined to n 

raise a certain sum by taxing cottony a tax on cotton goods ^ 
would be far preferable to a tax on raw cotton. If a 
manufacturer were obliged to pay lOOZ. upon a certain 
quantity of raw cotton, he would thus have to give to the 
Government lOOZ. which he intended to employ as capital, 
and therefore the tax would be entirely taken out of capital. 

But suppose the Government said, We will let you manu¬ 
facture your cotton, and then you shall pay us the same 
amount, by levying a tax upon the manufactured goods. 

The result of the tax would be, that the price of cotton 
goods would rise, the manufacturers would be able to pay 
the tax out of the increased price obtained for their goods, 
and the tax would not, under these circumstances, in any 
degree diminish the capital of the manufacturers. 

It will have been remarked, that every kind of wealth, Circulate 
which in any way assists future production, has been, 
in this chapter, described as capital. Capital, there- 
fore, is not confined to the food which feeds the labourers, 
but includes machinery, buildings, and, in fact, every pro¬ 
duct due to man’s labour which can be applied to assist his 
industry; but capital which is in the form of food does not 
perform its functions in the same manner as capital that is 
in the form of machinery: the one is termed circulating 
capital, the other fixed capital This is a real distinction, 
from which many important consequences follow. Circu¬ 
lating capital is only used once in order to fulfil any 
particular purpose; fixed capital may continuously repeat 
the assistance which it lends to industry. A store of food 
fulfils the functions of capital when it feeds labourers, but 
in feeding the labourers it is consumed; it cannot repeat 
the service which it has rendered. But the same looms, 
set in motion by the same steam-engine, will continue to 
weave cotton cloth through a long succession of years. 

The same ploughs till the land for many successive crops. 

The capital with which a road is made does not facilitate the 
transport of wealth for any limited period; but, if a slight 
sum is spent to keep the road in repair, it will permanently 
serve the same industrial purposes. The capital expended 
on the great irrigation works of India, may, through count-1 
less ages, fertilize the same tracts of land. Circulating i 
capital, since it is destroyed by one use, must receive an I 
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immediate return; the application of fixed capital is 
rewarded by industrial advantages continued for a long 
period of time. A farmer expects that each successive 
crop will remunerate him for the wages he has paid 
during the current year. But if he purchases a steam 
thrashing-machine, he does not expect that his outlay will 
be returned to him in one year; he hopes to use the 
machine for a great number of years, and thus he will bo 
gradually repaid for his original outlay. As another ex¬ 
ample, raw material is circulating capital to a manufac¬ 
turer; the raw cotton is only once woven into cloth; and 
the manufacturer, when he sells the cloth, is repaid fox' 
the sum which he has expended in the raw material. But 
the money which he has invested in fixed capital—sucli 
as the machinery used in his manufactory—is gradually 
returned to him. When the capital which administers to 
the production of any wealth is entirely circulating, tbo 
amount of wealth produced must in value be at least equal 
to the capital employed; for since this capital, according 
to our hypothesis, is circulating, it is entirely consumed by 
one use, and therefore the particular industry could not be 
remunerative unless the value of the wealth produced was 
somewhat more than sufficient to replace'the capital con¬ 
sumed. All capital, as we have before said, is intended 
to bo, either sooner or later, consumed: circulating capital 
is destroyed by once ministering to the production of 
wealth; but capital is maintained by reproduction. Hence, 
since circulating capital implies immediate consumption, 
circulating capital must also necessarily imply immediate 
reproduction. Fixed capital, however, may repeat for a 
long period the assistance it renders to production ; fixed 
capital, therefore, is only gradually consumed, and tb.c 
amount of wealth expended upon fixed capital is not 
immediately reproduced. The most important practical 
consequences follow from these considerations. Let it be 
supposed that a considerable amount of capital, which lias 
been previously employed as circulating capital, is con¬ 
verted into fixed capital; when employed as circulating 
capital it was at once reproduced, and therefore the woaltlx 
which this capital produces must at least be sufficient irx 
amount to enable the capital to be re-created. But tlie 
same immediate reproduction of wealth does not take 
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place if the capital is converted into fixed capital; and 
therefore there need not immediately be produced so large 
an amount of wealth as if the capital were consumed by a 
single use, and had, in consequence, to be at once repro¬ 
duced. Now, labourers derive their wages from circulating 
capital; hence, if the circulating capital is diminished, 
their wages will temporarily fall. As an example, the 
construction of a railway may cause circulating to be con¬ 
verted into fixed capital. Suppose that 10,000,000Z., 
previously paid to agricultural labourers, is now paid to 
railway labourers: the agricultural labourers would con¬ 
sume their wages; but then their labour would at once 
produce something which would be again consumed, and 
which w^ould be again employed as circulating capital. 
The railway labourers will be as usefully, or even more 
usefully, employed than the agricultural labourers. The 
nation is not made poorer by this transfer of capital from 
one industry to another; she has her railway instead of 
the commodities which were produced by the capital pre¬ 
viously invested in agriculture. There is no diminution 
of national wealth; b^ut there may be less wealth in the 
country available for consumption—a smaller fund, in 
fact, to distribute amongst the labourers, and therefore 
the labourers may temporarily suffer. The application of 
improved machinery and the construction of such works 
as railways will ultimately confer upon the labourers an 
advantage amply sufficient to compensate them for any 
temporary loss which they may suffer from the conversion 
of circulating into fixed capital Railw^ays and machinery 
have most powerfully stimulated the production of wealth, 
and a large amount of wealth has been produced by their 
aid which could never have been produced without them. 
Moreover, the capacity which exists in England for the 
accumulation of capital quickly repairs any encroachment 
that is made upon her circulating capital; and therefore 
it is doubtful whether the labourers in this country have 
been even temporarily injured by the extensive use of 
machinery, and by the rapid development of our railway 
system. 

But although the labourers as a body are not injured 
by the conversion of circulating into fixed capital, through 
the extended use of machinery, yet particular classes 
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of labourers often suffer a serious and permanent injur 
from this cause. For instance, a man may spend sevo: 
years in acquiring special skill in performing some proces 
of manufacture. The possession of this skill may be re 
garcled as an important property, the pecuniary value o 
which to its possessor can be estimated by tlxe differoiicx 
between^ his wages and those of an ordinary labourer 
This difference may be so great that the skilled workmai 
can earn 4Z. a week, while the ordinary labourer can onk 
earn 11. One day a machine is introduced which perform 
this particular process at one-fourth of the cost at whicl 
it was performed by the skilled mechanic. He is, o 
course, ^at once superseded; his skill, which before wai 
worth 3^. a-week, ceases to have any value, and he ma;; 
have to descend to the condition of the ordinary labourer 
in such a case the loss to the labourer is just as real as i; 
he had been suddenly deprived of an income of 150Z. ^ 
year, or if an owner of a landed estate suddenly found its 
letting value diminished by three-fourths. 

When therefore we hear of the opposition of certain 
classes of labourers to the introduction of machinery, we 
should remember that political economy affords no justi¬ 
fication for the offhand way in which this opposition is 
often spoken of as irrational and unfounded- The reality 
of the loss which has to be borne by the labourers oucdit 
at once to be admitted; and as the loss is brought upon 
them by no fault of their own, the public ought at any 
rate to extend to them a kindly sympathy; soniGtiin(3S the 
labourers might be induced, if calmly reasoned with, to 
relinquish a useless opposition to machinery: they not 
unfiequently increase the loss inflicted on them throiu’di 
the introduction of machinery by entering into a fruitless 
and costly struggle to resist its use. Probably the best 
way for the workmen to meet such a misfortune as that 
just described is to endeavour to find some other branch 
of industry, in which the kind of skill which they possess 
could be ^ade to some extent available. The hand-loorn 
weavers of Spitalfields, instead of clinging to an industry 
which has been superseded, and thus gradually einkirm 
into deeper and deeper distress, would have done far 
better if they bad sought employment in the silk mills in 
tne north of Fngland, 
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T he three requisites of production, labour, appropriate 
natural agents, and capital, have now been discussed. 
The subject of the production of wealth will not be com¬ 
plete without an investigation of some of the laws upoii 
which depends the amount or degree of productiveness of 
each of these requisites. All the materials upon which 
labour and capital are employed, are produced either 
directly or indirectly from the land. \Vool is not a 
product of the land like cotton and timber, but the sheep 
from wdiich the wool is clipped are fed by food obtained 
from the land. Land, labour, and capital are, thereioro, 
the three requisites of production. The most casual 
observer will have noticed that each of these ^ varies 
greatly in pi'oductiveness at different times, and in dif¬ 
ferent places. Some of the richest tracts of land in 
England were not long since an uncultivated morass j 
Cambridgeshire and Norfolk are now amongst the largest 
corn-producing counties, yet Cambridge was once the 
home of the bittern and snipe, and Norfolk was little 
better than a rabbit-warren. At the present time England 
possesses land of every degree of fertility; the rich loam 
land of Sussex and the Lothians will let for U, an aero; 
the wiUi moors of Yorkshire, if given to a farmer rent 
free, would not pay to be cultivated. There is also 
the'greatest difference in the efficiency of labour. It 
has been calculated that an English mower will do as 
• much work in a clay as three Russian serfs, and the con¬ 
tractors for the French railways found that an^ English 
navvy was worth two French labourers* Such differences 
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in the value of labour raainly depend upon superioi' 
strength and stamina^ hut still greater differences arise 
from superior skill; many operations in the manufacture 
of commodities require, perhaps, a delicate touch or a 
quick dexterity which no amount of untrained labour 
could supply. Capital, directed by superior knowledge, 
may effect^ what before was impossible; mines are now 
worked which no^ amount of labour and capital, unaided 
by the steam-engine, could have drained; and the appli¬ 
cation of a hundred times as much labour and capital 
would not produce the cloth which is now woven by the 
spinning-jenny and the power-loom. These considera- 
tions may, perhaps, suggest the opinion that we shall be 
obliged to call in the assistance of every science in order 
to investigate the laws which determine the productiveness, 
of land, labour, and capital. For it may be said, agri- 
cuJtural chemistry makes known the constituents upon 
which depend the fertility of the soil; the difference in 
the stamina and strength of English ancl Russian labourera 
must be elucidated by appealing to physiology, and to 
othei sciences. Again, the efficiency of machinery must 
be explained by the principles of mechanics. It, there- 
tore, manifestly becomes necessary to place some limita- 
tion upon the scope of political economy, unless it is 
mtencied to embrace a vast number of other sciences. 
IN ow, It will be remembered, that no accurate definition 
ot political economy was attempted to be given at the 
commencement of this work. It is far better that the 
reader should have the definition evolved for him as the 
subject gradually progresses. 

In the introductory chapter we described political 
economy to be the science which investigates the laws 
that deterrnine the production, the distribution, and the 
exchange of wealth; it was, however, at the same time 
stated that this was rather a general description than 
an accurate definition. It is not an accurate defini- 
w’ u"' u perceived that, even concerning the 

first branch of the subject, political economy does not 

concern, the production of 

XSi those laws, chemistry, 

physiology, mathematics, and various other branches of 
knowledge, would form a part of the science of political 
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economy. It will be necessary therefore to place some Booty, 
limit upon our investigations; and the necessary limitation —^.-1^ 
is provided by assuming that the facts which are acquired 
from other sciences are known, or at any rate are supposed 
to be true. Thus political economy assumes all that we can 
tell at the present time with regard to the fertility of the 
soil. It is not the business of political economy to decide 
whether chemistry can suggest any particular manure 
which will greatly increase the productiveness of the land ; 
but if the land, by any such cause, is rendered more 
fertile, then political economy would trace the conse¬ 
quences of this increased fertility upon the production, 
the distribution, and the exchange of wealth. Again, it 
would he foreign to the subject of political economy to 
prove, by a physiological argument, the causes upon 
which the inferior strength of the French and Russian 
labourers depends; but political economy, assuming that 
this inferiority exists, without explaining its cause, or 
suggesting a remedy for its removal, traces its conse¬ 
quences upon the production, the distribution, and the 
exchange of wealth. 

Retui'ning now to the immediate subject of this chapter; 
we have to consider the productiveness of land, labour, 
and capital, not as they depend on physical causes, but as 
they are determined by production on a large and small 
scale, by division of labour, by the accumulation of capital 
in joint-stock companies, and by various other such circum¬ 
stances which w^e shall proceed to notice. 

The productiveness of land does not depend entirely The pro- 
upon its fertility; for the quantity of labou.r and capital 
which may be required to make the produce raised from 
the land available for consumption forms a very important 
element in estimating its productiveness. The rich allu¬ 
vial plains of the Mississippi are almost unsurpassed in 
fertility; but a considerable portion of the wheat which 
is grown there is consumed in Europe; and the cost of 
carrying this wheat to the European markets is virtually 
so much deducted from the productiveness of the soil 
upon which the wheat was grown. When the valley of the 
Mississippi possesses population so dense as to consume all 
the wheat there grown, the land, although it may be 
not more fertile, will be more productive of wealth; for 
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the wheat will no longer be wanting an utility, wliicli^ 
amongst others, gives it the character of wealth, namely^ 
of being in the place where it is required to be consumed: 
an utility which cannot now be conferred upon it without 
considerable cost. Everything, therefore, which facilitates 
the transport of produce, increases the productiveness of 
land. A great, perhaps the greater, portion of the most 
fertile land in the world is entirely unproductive. Pro¬ 
ducts might be raised from it which would be eminently 
serviceable to man, but various obstacles interpose which 
render these products unavailable for consumption. The 
most splendid pine trees are often seen rotting on the 
sides of the Swiss mountains, because it would cost more 
to bring* the timber to market than it is worth. 

The increase of population may create a demand for a 
product, and thus make the land from which it is obtained 
more productive. The great natural pastures of Australia 
have for many years supported immense flocks of sheep. 
In England the carcase of a sheep is far more valuable than 
its wool; but the reverse was the case in Australia—the 
wool was valuable, the carcase was almost worthless. 
Wool is not a bulky commodity, and the cost of sending- 
fleece from Australia to England is comparatively 


trining; but so great a quantity of meat was almost 
worthless to so sparse a population. The gold discoveries 
at once caused the population of Australia to be laiwolv 
increased; the mutton which had been before wasted was 
now required; the sheep became much more valuable; 
and the pastures upon which the sheep graze thus became 
tar more productive of wealth, although the fertility of 
these pastures has remained unchanged. 

If the productiveness^ of labour is estimated by the 
amount of wealth which is produced by a certain quantity 
ot labour, then the productiveness of labour is partly the 
cause and partly the effect of the fertility of the land. 

Quantity of labour may be couvenientiv defined hy 
the labour of a certain number of men working for a 
certain number of hours per day. The amount of wealth 

fProduct¬ 
iveness of land and the productiveness of the labour 
employed; but as remarks have already been made upon 
the ptoduotiveaess of tad, wa shell “tS' to 
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he paid to overlookers and others who would not be ro-» 
cfiiired to watch the labourer if complete confidence coulil 
: be reposed in him. The productiveness of labour (leponds 
; upon a great variety of other personal qualities po.ssessoci 
bv the labourer. Intemperance makes a labonror loss 
able to do his work,, and his labour is sure to bo moix^ 
j irregular. 

productiveness of capital may be estimated by the 
' amount of wealth which is prodxieed by the a,p].)liciitiou of 
' a certain quantity of capital. Capital is of courses Ofipalslo 
of producing more wealth when it employs effieiea'it la¬ 
bour and is applied to fertile land; but there arc cstsrtaiu 
circumstances which tend to make capital more pro- 
ductive, whether the land and labour are good or bad. 

; Every improvement in any of the proce.sses of incluHtrv 
: makes capital more productive. Without the a.s.sistimco of 
I the steam-engine, the capital at the present time oxistiiio' iu 
i the county would not suffice for the production of ovou a 
, smU portion of the wealth which is now annually produced 
i M^hmery causes a greater quantity of wealth to be creatc'cl 
; TOth the ^sist^ce of a smaller amount of labour and 
; capital But the productiveness of capital is popularly 
I estimated accordmg to a different standard; for capital h 
iwnceived to be product^e when the profits obtaiLcl by 
. ije capit^st are lai-ge. Eor instance, a farmer might say! 

, It IS true that m consequence of the advance in agricultural 
I science a great deal more produce is grown upon a thm 
: nov than a few years since; but the rents which the f irm 
jcrspayhave increased; and, therefore, the profitOf the 
I farmer are not larger now than formerly oa >it- l 

greater return, and lie mi(dit for 

paities who have a daim to i-„ _ 

» hicl. detennine Ve Si,*: h™ 

received by landlords canif^li-f/o I 
explmnedffithorjw?^ lv labourers, will bo 

of wealth. of the distribution 



Variations in Productwe Power. 


Ever3rthing which, tends to economise labour makes 
capital also more productive. Suppose the labourers on 
a farm have to be overlooked; a farmer who has twenty 
labourers might consequently be compelled to hav(^ a 
bailiff, in order to see that the labourers do not shirk tlunr 
work. The bailiff -will be better paid than the ordinary 
labourer. The bailiff, we will suppose, is paid a pound, 
per week, the ordinary labourer nine shillings. The.', baili IF 
thus receives ten per cent, of the whole wages paid by the 
farmer. If the labourers should be so much improved by 
education or by any other means that they would work 
equally well without being overlooked, the services of tln^ 
bailiff might be dispensed with, and his wages would bo 
saved to the farmer, who would now pay one-tenth Ic^ss in 
wages than before. The capital of the farmer iniglit tluu’cv 
fore be diminished, and thus capital would be rendered morc^ 
productive, because the same quantity of produce would 
now be raised with the outlay of a smaller capital. Tlie 
case here supposed may perhaps be some day practieahy 
realised; as the labourer becomes improved by cducatiojl, 
be will no doubt require less watching. 

Hitherto, the great social and economic importance of 
securing the greatest efficiency of labour, by giving ilm 
labourer some pecuniary interest in the work in which, ho 
is ernployed, has been most imperfectly understood, 
relations between employers and em|)loy(3(i will ncivaa* 
become , satisfactory until they are more* uniio<l by 
bonds of mutual interest. Too many of our labmuxu’s 
.pass a life of hopeless drudgery; they in no way share tiuur 
master s prosperity. In some of the succ(UMnng dita^phu’H 
ot this work, the great advantages of co-pjirt;uo.rshiu and 
cooperation will be shown; for it will be oxpIaimHl that 
under such systems not only has the labourer been sociahv 
and morally improved, but capital and labour liavc^ in tliiH 
way been rendered more productive, by calling forth, 
tighestand most skilled efforts of the labourer. " Improved 
xelations between employers and employed irdgbt Wndt^r 
iinnecessaxy the present large outlay upon wagCKS of 
mtendence which, as above explained, so scrioiiHly^ dl 
Hughes the productiveness both of labour and oapitll 
As yet only the general causes on -wlach tl,io nro- 
ductiveness of land, labour, and capital depend have Ijeou 
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I mentioned. Some of the more special means hy which 
the efSciency of the three agents of production may he 
increased must now be considered. As a first example 
we will refer to the striking illustrations em])loyed by 
Adam Smith, which demonstrate the advantages derived 
from the division of labour. A pin passes through about 
eighteen processes. The metal has to be drawm into 
wire, the wire has to be cut a proper lengtl), the end 
sharpened, the head must be made and fastened to the 
pin, the pin must be burnished and then properly packed. 
'The most skilled workman could not make more than 
twenty pins per day if he had himself to attend to all 
I the processes through which the pin passes. Eut when 
i the labour of pin-making is divided, the various processes 
• being performed by different workmen^ ten workmen will 
make 50,000 pins in a day. Without division of lalmur 
the ten workmen would only make 200 jDins per day, 
and thus it would appear that in this case a proper di¬ 
vision of labour increases its productiveness more than two 
hundredfold. Other examples, even more striking than 
the one just quoted, might be readily selected. M. Say 
says that, in the manufacture of playing cards, there aro 
seventy-two distinct operations. When these operations} 
are appropriated to different workmen, 15,5()() cards liave 
been made in a day by thirty workmen; l)ut if a single 
workman had to perform ah the operations hiinself/lie 
would not make more than one or two cards per day. 
The incieased efficiency which is tliiis coiifeiTod upon 
labour is, according to Adam Smith, due to three causes : 

1. The increase of dexterity in every particular work¬ 
man. 

2. ^ The saving of the time which is commonly lost in 
passing from one species of work to another. 

4 ? invention of a great number of machines which 

iacihtate and abridge labour, and enable one man to do 
the work of many. 

The greatest influence no doubt is produced by the first 
ot these causes, namely, the increase of dexterity of tdio 

y ® continuous practice in perfonnirig 

both mental and physical operations is most strikinfflr 
exhibited m the increased quickness obtained. By pra2 
tice the eye and hand may learn to work in perfect unison. 
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and the hand and eye are made to obey with intuitive 
quickness the behests of the human will. The glass- 
blower appears to give a casual glance at a decanter, 
wishing to make one like it. He places some molten 
glass upon his blow-pipe, and after a few minutes of blow¬ 
ing and twisting a decanter is made, and between it and 
its model the nicest eye can detect no difference in size 
or shape; yet science can scarcely analyse or explain tlic 
marvels of this extraordinary handiwork. No rule but the 
eye has been employed to measure, the eye looks at the 
decanter*;, and the hand is thus directed. The shape of 
the decanter is produced by a combination of different 
forces, which the most refined analysis of the mathema¬ 
tician could scarcely investigate; there is the force of 
expansion caused by the blowing, and centrifugal and 
other forces are brought into action by the twirling and 
twisting. Many of the operations of industry need a 
dexterity which can only be acquired in childhood; the 
pliant fingers of youth must be moulded to the work. 
When, therefore, the distinct operations of any industry 
are performed by different workmen, then each of these 
operations may become a separate trade, for whicli men 
may be separately trained. If all the processes of pin¬ 
making w^ere performed by one man, he would not have 
sufficient practice to acquire the requisite dexterity in 
any single operation, and, therefore, if there was no di¬ 
vision of labour in pin-making, all the labour employed 
must be, comparatively speaking, unskilled, and conse¬ 
quently very inefficient. The precision and quickness 
acquired by practice are not in any way confined to the 
mechanical operations of trade. What can bo more extra¬ 
ordinary than the precision and quickness of the accom¬ 
plished and practised musician ? If the theory of violin- 
playing is explained, it seems to require a skill beyond tlio 
reach of man. The fingers appear to move with careless 
rapidity over the strings, yet the accuracy of eacli note 
depends upon the string being touched witli the strictest 
correctness at some particular point. 

Another advantage results from the dexterity of the 
superior workman, for he will use all the materials em¬ 
ployed with the greatest possible economy; nothing is 
wasted by bis blunders or mistakes. 
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BOOK I. Later writers on political economy, and amongst 

in particular, Mr Mill, consider that too much importance 
The time has been^ attributed to the second of the three causes 
of passing ^vPich, according to Adam Smith, explain the increased 
^opemthn efficiency of labour when the distinct operations of induB- 
io another try are properly apportioned amongst the workmen eiii- 
IS saved; ployed. A great deal of time is undoubtedly wasted if 

workman has often to pass from one species of work Lo 
another, and this waste is of course obviated when 
labourer can steadily keep throughout the day at the sanue 
although kind of work. But Adam Smith exaggerates the natiix'O 
^laeopms amount of the advantages which may be tliiiB 

halieen secured, and omits to notice some counterbalancing diB- 

exagge- advantages which may very possibly occur. Adam Siiiitli 

rated. gays, “A man commonly saunters a little in turning his 
hand from one emplojnnent to another. When lie firBh 
begins the new work he is seldom very keen and hearty ; 
his mind, as they say, does not go to it, and for some times 
he rather trifles than applies to good purpose. The habit# 
ol sauntering and of indolent careless application which is 
naturally or rather necessarily acquired by every country 
workman, who is obliged to change his work and his tools 
every half-hour, and to apply his hand in twenty diffei*eixt 
ways almost every day of his life, renders him almost 
always slothful and lazy, and incapable of any vigor on vB 
application even on the most pressing accasioiis.” Thoro 
is nothing in this passage absolutely incorrect; it ib, 
however, truth overstated. Each of the circumstances 
mentioned by Adarn Smith produces some of the influence 
he describes; but his remarks would seem to prove tlmt 
all those whose employments are various must be slotlx— 
ml and mdolent, but the reverse is often tlie case ; 
labourers frequently become quicker and more intelligen.fr 
when the monotony of their employment is relieved by* 
some variety. Waiters in large establishments are pro¬ 
verbially quick in their movements, and yet before they 
fimsh one thing they are often called upon to do a dozeix 
dinerent things. Gardeners are generally extremely iix- 
telligent, and yet there is the most constant variation iix 
their employments. ^ Before machinery was so largely used 
m agriculture as it is at the present time, the work of tho 
agricultural labourer was far more monotonous. There 
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are many labourers still living, who during twenty years 
of their life spent ten hours a day during ten months of 
the year in thrashing with the flail. Such a labourer might 
perhaps be somewhat stronger as a thrasher, but he passed 
his life as a machine, and it was impossible that an active 
intelligence should be preserved through such an ordeal. 

The third advantage which arises from the division^ of 
labour as enumerated by Adam Smith is, the invention 
of a great number of machines which facilitate and abridge 
labour, and enable one man to do the work of many. ^ 
There is some ambiguity in Adam Smith’s conception of 
the causes which influence the invention of sach machines. 
Returning to our original example, each of the workmen 
employed in pimmaking has his attention concentrated 
upon some distinct operation of the manufacture, and it is 
therefoi’e maintained that he will be more likely to suggest 
some improvement in the particular operation in which 
he is constantly engaged, than would another workman 
whose attention is distracted by a great number of^ the 
processes of pin-making. The supposition may be verified 
by some striking instances. The boy whose only employ¬ 
ment consisted in opening and shutting the valve oi a 
steam-engine invented a self-acting appai'atus, whicli had 
not suggested itself to Watt and other accomplished me¬ 
chanicians. The spinning-jenny and the mule were ixivented 
by working men; but there is no general principle which 
regulates the invention of machines of industrial usefulness; 
many most important mechanical improvements have been 
suggested by those who perhaps for the first time may luive 
watched the operations of a particular industry. Novelty 
has often been the prompter of an invention, and imjn’ovc- 
ments in machinery have often, as it were, been forced 
upon a trade. The practical advantage of the steam 
thrashing machine was proved long before the farmers 
could be generally induced to use it. Routiuo has often 
so dulled the minds of those who are employed in some 
special industrial operation, that they are reluctant to 
understand that any improvement in the processes of a 
particular industry* is required. 

Although division of labouy may not be so entirely the 
cause of mechanical inventions as is sometimes supposed, 
yet there can be no doubt that a mechanical invention 
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BOOK I. I almost always induces a greater division of labour. When 
: a machine is af work there are various operations per- 
iaim ihe formed bj it which must be separately attended to. Tli<^ 
e^^ipioy^d in a cotton-mill regulates the extent 
• to which the division of labour is carried; for every pro- 
I cess through which the cotton passes, from the time it is 
I cleaned until it is ivoven into cloth, must be separately 
! attended to, and thus, division of labour is enforced by 
i the application of machinery. The introduction of new 
machinery may necessitate a much greater division of 
labour. Boat-building has not hitherto required any great 
dmsion of labour. A most ingenious machine, however, 
has been invented by an American, Mr Nathan Thomp- 
I son, by which a boat may be completely built in a few 
hours. If boats are thus built, the nature of the ma¬ 
chine will exactly determine to what extent division of 
labour will be henceforth practised in boat-building, for 
the distinct operations performed by the machine must bo 
attended to by a certain number of workmen. 
idfl7 Mr Babbage pointed^ out a most important advantage 
honi the division of labour which was altogether 
of labour Omitted by Adam Smith. Our former example will most 

uomted out clearly illustrate this advantage. The labourers who are 
Bmlge, in the various operations in pin-making receive 

rh, ciccssi^ wages which vyy greatly. Boys can fasten on the heads 

much facility as men ; girls can sort 
• and pack the pms with gixat rapidity. Some of the other 
operations of pin-making, such as clrawing the wire and 
pointing the ends, are performed by highly trained and 
very skilled labourers, and consequently the remuneration 
received varies from fourpence-halfpenny to four ■ shillings 
per day; and in other branches of industry there are even 
greater^ differences than these. Mr Babbage states that 
the various parts of which a watch is composed employ a 
hundred distmct trades, and the skill required in some of 
these trades IS much greater than in others. A watch-case 
IS, comparatively speaking, a simple article to make, whilst 
on the other hand, some of the parts on which the accuracy 
ot a chronometer depends, must be so delicately adjusted 
tnat only very few workmen ever acquire the refined-skill 
which IS needed. These workmen therefore possess a vir¬ 
tual monopoly, and can obtain wages far exceeding any 
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which are usually paid. If there were no division of labour 
in pin-making, each workman who made the pins must 
possess the skill which is required for each of the opera¬ 
tions. He must be able to sharpen the pins, and the 
labour of a man who can sharpen pins is, as we have seen, 
worth four shillings per day. Without division of labour 
the workman cannot spend his whole time in sharpening 
the ends of pins; he will have to devote a portion of his 
time to fastening on the heads of pins, and is then doing 
work which is worth only fourpence per day, thus incur¬ 
ring the most serious waste. Hence a workman would be 
compelled to produce what was woidh only fourpence per 
day when his labour might produce what was worth four 
shillings per day, Mr Babbage has attempted to form 
some estimate of the loss which would be thus inciuTed, 
for he has calculated that even supposing a workman 
could make a pound of pins in the same time in which ten 
workmen combining their labour can make ten pounds, 
they would cost in making three times and three-quarters 
as much as th^ey now do by means of the division of labour.” 
A still greater loss would be incurred if the mechanician 
upon whose skill the accuracy of a chronometer depends 
had to waste his time, and perhaps destroy the delicacy of 
his touch, upon some of the rougher work by which parts 
of the watch are made. Labour is most efficient in the 
production of wealth when each individual can bo employed 
upon work which is best suited to the skill and physical 
strength which he possesses. The perfection of modern 
manufacturing industry makes such a minute division of 
labour possible, that the labour which is performed can be 
so apportioned as to suit the capacity of each individual 
workman. 

It has often been remarked that the demand for any parti- 
culp comniodity places a practical limit upon the extent to 
which division of labour in its manufacture can bo carried. 
There ai'e in this country few commodities in such a posi¬ 
tion. But to take a hypothetical case ; let it bo supposed 
that a pin manufactory is established in a new colony, the 
population of which is small. If there is such a division 
of labour that ten men are employed in the manufactory, 
there would be made, as has been before stated, fifty 
thousand pins in the course of a day. The colony might 
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only have a demand for half of this number; and hence, if 
we suppose, for the sake of simplicity, that the colony has 
no export trade, there will be more pins made than are 
required. The pin manufactory might be closed during a 
portion of the year, in order that a smaller number of pins 
might be made. But in order to avoid the loss which is 
' always incurred when a trade is carried on at intervals, 

, the pin manufacturer would probably find it more to his 
^ advantage to employ a smaller number of men. If only 
j five were now employed, there would not be so great a 
‘ division of labour, and the labour of the five workmen 
would not be so efficient, for the number of pins now made 
in the course of the year would fall far short of one-half 
of the number previously made, although only d()ul)lc the 
quantity of labour was tiien employed. In England th6re 
are few things which are manufactured at an increased cost 
in consequence of the limited demand existing for them. 
If the stereoscope, for example, were only used as formerly 
for scientific purposes, and employed, like many other 
optical instruments, by professors to illustrate tlio laws of 
optics, a stereoscope would be far more expensive tliau it 
is now. The few which would then be purchased in the 
course of a year would be made, speaking compara¬ 
tively, without any division of labour ; it would not be 
worth while specially to apply any machinery to tlie con¬ 
struction of stereoscopes. But the stereoscope has now 
become a drawing-room toy, and tens of thousands are 
made every year. The price of stereoscopes has conse¬ 
quently been greatly reduced; so many arc now manu¬ 
factured, that workmen may be employed entirely hi 
constructing them; and each part in a stereoscope may, 
various parts of a pin, be separately manufaebured. 
^Ithe advantages of division of labour can in this manner 
be secured; the dexterity of the workman is increase<I; 
machines, too, will be probably invented specially to 
facilitate some of the operations in the construction of 
the stereoscope, and these various operations can now ho 
apportioned amongst workmen according to their skill and 
result of this is strikingly exem¬ 
plified m the fact that^ a stereoscope which now can bo 
purchased for three shillings could not, a few years since, 
be obtained for less than a pound. 
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. The efSciency of labour as an agent of production depends 
much upon the combination or cooperation of labour 
IS upon its division. Labour may be combined in two 
different ways, and these have been described by Mr 
Wakefield as simple and complex cooperation. When 
several workmen combine their labour in the same way 
bo do the same thing, it is called by Mr Wakefield 
simple cooperation; and its importance can ^ be readily 
illustrated. Work has often to be done which requires 
the strength of a great number of men; a weight may 
have to be lifted which could not be lifted by any onc^ 
man. Without such a cooperation of labour none of 
the works which mark the civilisation of a country could 
have been accomplished; for unless labourers united their 
strength and skill, bridges could not be built, railways could 
not be made, mines could not be dug, and buildings could 
not be erected. The assistance which labourers engaged 
in one employment lend to those in another was described 
by Mr Wakefield as the complex cooperation of labour. 
He was the first who adequately explained the most impor¬ 
tant considerations which arise from such a combination of 
labour. Political economists, guided by the example of 
Adam Smith, had previously almost entirely confined their 
attention to a very subsidiary branch of the subject, namely, 
the division of labour. We have already indirectly re¬ 
marked upon the great extent to which different employ¬ 
ments combine to assist each other. The manufacture of 
cotton cloth was mentioned as an example, to show how 
various are the dififerent classes of labourers who assist in 
the production of even a simple commodity. We were led 
into endless ramifications in attempting to trace the dif¬ 
ferent kinds of labour, either directly or indirectly brought 
into requisition,from the time that the cotton seed is planted 
in the swamps of Georgia until the cloth is woven in the 
looms of Manchester. There, are distinct sots of labourers 
employed in tilling the cotton fields, in carrying the cotton 
to the port, in navigating the vessel in which it is shipped, 
in unloading the cotton at Liverpool, and then in trans¬ 
porting it to the mills of Manchester. All these different 
classes of labourers have been directly engaged in bringing 
the cotton to the place where it is wanted by the manufac¬ 
turer. It would be vain to attempt a complete enumo- 
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Wakefield emphatically insists that a government, -vyhen 
establishing a new colony, ought not to grant to emigrants 
settlements of land, far distant, and widely scattered, 
without at the same time taking steps to encourage the 
growth of a town population. The settlements which are 
granted by the government ought to be concentrated as 
much as possible, and should, in the first place, be not 
too remote from the towns. There will then at once arise 
a cooperation between the industry of the town and the 
industry of the country. The industry of the town will 
supply the inhabitants of the country with the commodities 
which they found most diflEicult to obtain; and the town 
population will have an active demand for the food and 
other natural products which in the country can be raised 
in such plentiful abundance. The efficiency of labour will 
thus be greatly increased; for, with such an interchange of 
commodities, a family which could previously do little more 
than supply itself with food from a tract of land, can now 
not only obtain, with the same labour, all the food it re¬ 
quires, but can also purchase from the town population 
articles of utility and luxury before unattainable. Such a 
colony will rapidly advance in wealth; roads will be made, 
and other industrial appliances will be carried.out, which 
will powerfully stimulate the rising commerce. 

It was at first supposed that the gold discoveries in 
Australia would cripple its agriculture; that labour would 
be drawn from the farm to the gold mine; that the wages 
of agricultural labourers would greatly increase; and that 
under such difficulties agriculture must decline. But al¬ 
though this did in the first instance take place, yet agricul¬ 
ture speedily recovered iu Australia, and has within the 
last few years rapidly advanced. The reason is that tlie 
gold discoveries caused the town population to be largely 
and suddenly increased, and the food which such a town 
population required was supplied from the agricultural dis¬ 
tricts. Those who sold the food could purchase, in return, 
all the products which the commerce of Europe provides; 
and Victoria has, in a few years, advanced from an aggrega¬ 
tion of isolated settlements to the position of a prosperous 
country, with all the appliances of the oldest and most 
thriving commercial community. The large yield of gold 
within the last ten years is generally considered to be the 
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source of the increased wealth of Australia. ' As has be 
well remarked by Prof. Cairnes^ the extent to whi 
the gold discoveries have enriched Australia can 
measured by the degree in which she has parted with tl 
pld._ In other words, she has been enriched, not ' 
keeping it, but by sending it away in exchange i 
useful products from other countries. The gold m 
have been the primary stimulus of her prospm-ity; b 
the gold which has been produced most inadequate 
represents the extent to which her wealth has been au 
mentecl. Not only has all her labour, whether agrici 
tural or not, been rendered more efScient by the increasf 
cooperation of labour which is now practised there, : 
consequence of the growth of the town population; bi 
even her land has been rendered far more productive 
wealth, because, at an earlier period, much of the produ( 
which was obtained from it was not required, and, then 
fore, could not be accounted wealth. 

Ihere cannot be any extensive cooperation of labor 
between one employment and another, or between or 
district and another, unless the means of communicatio 
are good. Nothing, probably, has more contributed i 
perpetuate the poverty and backwardness of India tha 
the want of good roads. There, one district can scarcel 
lend any assistance to another; an interchange of commc 
dities, which would be advantageous to every party, is ofte 
prevented by the want of a road. During the terribl 
famine which ravaged the North-West Provinces, in th 
year 18 ^ 60 , rice which was in one district at the fainin 
price of four rupees per maund of 83 lbs., was sellin 
in adjoining districts at less than two rupees per inaunc 
As long as such occurrences can take place, India mus 
continue poor, her resources must remain iinperfectl 
developed, imd her labour must be comparatively ineffi 
cient. A village community virtually isolated from th 
rest of India cannot now raise that produce for whid 
their land is best adapted, but must cultivate it with i 
view of supplying themselves with the first necessaries o 
life Manchester would, no doubt, annually purchase c 
India many milhon pounds’ worth of cotton; but cottoi 
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will not be produced on any large scale until the people of 
India feel that if they grow cotton they will be able to 
exchange it for food. This confidence they cannot have 
while the roads of India are in such a state that food, which 
is in abundance in one district, cannot be transported a few 
miles to alleviate the sufferings of a starving population. 

The remarks w^hich have been made to illusti’ate the 
functions of capital, afford striking examples of the complex 
cooperation of labour. An individual may save the fund 
which forms his capital from a great variety of incomes. 
The wealth which he has thus saved, he will probably em¬ 
bark in a great number of different investments, and in this 
way assist the labour of those engaged in the production 
of various kinds of wealth. Part of his capital wdll pro¬ 
bably be devoted to the trade in which he is engaged; and 
he will perhaps deposit the remainder with his banker, by 
whom it wmuld be lent to numerous traders to support 
them in their business. All commerce, in fact, forcibly 
exemplifies the cooperation of labour, not only between 
diff'erent employments, but between different countries. 
England gathers wealth from every quarter of the world, 
but at the same time she equally enriches the countries 
with whom she trades. 

In an earlier part of this chapter, we considered the 
increased efficiency given to labour, when the distinct 
operations of any industry are performed by separate sots 
of workmen. In this case, workmen who are differently 
employed combine to assist each other in the production 
of tlie same commodity, and hence division of labour is an 
instance of the complex cooperation of labour. We Lave 
therefore departed from scientific accuracy in our arrange¬ 
ment of this chapter, and, partly in deference to popular 
opinion, have given precedence in our remarks to a dis¬ 
cussion of the advantages of division of labour. Political 
economists following in the steps of Adam Smith have 
restricted the subject of the division of labour to its narrow 
sense. The reason of this may perhaps be, that the illus¬ 
trations used by Adam Smith have made the division of 
labour one of the most popular parts of political economy; 
and thus its importance, compared with other portions oi 
the subject, has been greatly exaggerated. 
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F we had not feared that the last chapter was becomings 
. too long, we should not have placed the subject we here 
propose to discuss in a separate chapter, because tlie carry¬ 
ing out of production on a large and a small scale exerts a 
very powerful effect upon the productive powers both of 
land, labour, and capital. 

The comparative advantages of production on a large, 
and production on a small scale, depend upon conditiouH 
which may vary greatly at different times, and in different 
employments. Every extension of machineiy no doubt 
tends to give an advantage to production on a large scale. 
In the days of hand-loom weavers, little would have, been 
gained by gathering them together into large buildings, 
such as the mills of Manchester. Each hand-loom, weaver 
wmrked for himself; he needed not the assistance of others, 
and therefore there was no reason why he should not work 
in his own cottage. But the introduction of machinery 
lias divided the work which was previously done by tho 
land-loona weaver, into a great number of distinct opera¬ 
tions; and in this way machinery renders production on 
a large scale absolutely necessary. But to what extent it 
is advantageous to increase the scale of production, wliether 
it IS more profitable to erect a mill containing 3 ()()()() 
mills containing 5,000 each, will be ikost 
correctly determined by those engaged in the trade. Tho 
® economy oi working large and small mills is 
buie to be quickly ascertained by the manufacturers them- 
seives, theie can, however, be no doubt that a small 
manufactory will have little chance of competing with a 
' large one, if the smaU manufactory it not large” onolh 
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for the efficieut working of the most complete machinery 
used in the trade. Again, a small manufactory cannot 
compete with a large one, if in the one there is a less 
complete division of labour than in the other. A pin 
manufactory which employed ten men would produce pins 
at a much smaller cost than a manufactory in which only 
five men were employed. The labour of superintendence 
generally forms a comparatively larger item in small 
concerns than in large ones; for instance, each room in a 
cotton mill may require an overlooker, whether a hundred 
men are working in the room, or two hundred. A steam- 
engine must be constantly watched by an engineer, 
whether the engine is fifty-horse power, or a hundred- 
horse power; but all such questions concerning the 
greater or less economy of business arrangements will 
ultimately be decided by practical experience. There is 
at the present time a very decided tendency to increase the 
scale ot production, and this tendency is particularly shown 
in those vast manufactories and warehouses which exem¬ 
plify the wealth and energy of Lancashire and Yorkshire; 
hence we must conclude, that production on a large scale, 
especially in the manufacturing districts, is rapidly becom¬ 
ing more advantageous. In fact, we have ascertained that 
a cotton mill containing 1(>,000 throstle spindles can be 
worked with a capital of 20,000?., whereas a mill with 
5,000 spindles requires a capital of not less than 11,000L 
It was remarked in the last chapter that the extent of 
the demand places a limit upon the division of labour. 
But the extent of the demand influences in a much more 
decided manner the scale on which the production of any 
conamodity can be carried on. A very serious loss would 
be incurred if the demand for any commodity was not 
suflScient to take off all that might be produced by the 
machinery and plant erected for its naanufacture. Ma¬ 
chinery when unemployed is capital lying idle, and the 
workmen when thrown out of employment could only 
be kept together by paying them some portion of their 
wagea This again would bo capital wasted, and if the 
labourers were not thus kept together, when work was 
resumed new and untrained hands would have to be 
employed. Machinery also, if kept idle, frequently suf¬ 
fers great injury. The fluctuation in the demand, when 
r.M. 
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it is small, is comparatively mucli greater than when tlie 
demand is large. 

Even if production on a large scale is very advan¬ 
tageous, production on a small scale may still ho very 
much practised. Let us again use our previous example, 
and suppose that a cotton mill containing 20,000 spiridleB 
can be worked at a much cheaper rate than one containiiig* 
5,000; but a capital of nearly 40,000?. may perhaps bo 
required to work a mill with 20,000 spindles, whereaB 
a capital not much exceeding 11,000?. would probably 
suffice for a mill with 5,000 spindles. The number of 
individuals who possess a capital of 40,000?., and who 
are willing to invest it in a cotton mill, is very limitotl, 
and therefore there can only be a limited number of 
mills with 20,000 spindles. These mills may not suffice 
to spin all the cotton for which there is a demand, and 
therefore other and smaller mills must be worked. It is 
true that the small mills could not remain open if they 
had to compete with an unlimited number of large mills ; 
but as the number of these is virtually rcstrictcul, the 
small mills may be still worked at an advantage, althougli 
the profits obtained by these mills may fall far sliort of 
the profits obtained by the larger ones. Largo capitals 
thus obtain an advantage, and possess as it were a mo¬ 
nopoly; we shall treat this subject at considerable lengtli 
in our chapters on profits. 

It may naturally be supposed that, in a wealfcliy 
country like England, production on a large scale when 
advantageous will never be restricted by tlic causes to 
which we have just alluded, for it may bo said that if 
the mdmduals who have sufficient capital to work large 
miUs are limited m number, there will be no difficulty m 
gathenng .ogetber the requisite capital by moans of joint- 

companies will avail tliom- 
Sr+fp advantages of a large production, and tlms 
dnve the sma,ll producers out of the market. But joint- 
stock companies labour under many difficulties- and al¬ 
though they secure the advantages of producing on a laro-o 

Ss^caunorm ^ joint-stock com- 

pames cannot compete with the energy of the individual 

trader or manufacturer. Such workfas raSwayf docks 

an canals, require, both for their construction and main- 
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tenance, a capital far greater than that possessed by any 
individual, and therefore such undertakings must be car¬ 
ried out by joint-stock companies. But if a joint-stock 
company conducts some ordinary business, there is want¬ 
ing that energy and watchfulness which an individual 
exercises when a business is his own. If competition is 
active, a business cannot be successful unless all its opera¬ 
tions are conducted with energy, and unless economy is 
secured by constant vigilance. In a joint-stock company 
all depends upon the manager or agent. The individual 
shareholders are not sufficiently interested to take any part 
in the management of the concern. Men can very rarely 
be found who are as careful with other people’s property 
as they would be with their own. The manager of a com¬ 
pany may do nothing which is in the slightest degree 
dishonest, it may be impossible to single out any par¬ 
ticular instance in which he has neglected to do his duty, 
yet the position in which he is placed will not probajbiy 
call forth those qualities which not only distinguish the 
good man of business, but which also cause the success 
of commercial undertakings. If the manager is partly 
remunerated hy a share of the profits realised, ho will no 
doubt be stimulated to much greater exertion. Joint- 
stock trading companies have frequently failed, because 
those concerned in their management have not a suffi¬ 
ciently strong pecuniary interest in their success. There 
can be no doubt that individual employers suffer most 
serious losses from the listlessness and apathy of their 
workmen, although such employers have the strongest 
motives to prevent neglect of work by their labourers; the 
losses however which are thus incurred will be still more 
serious in the case of a trading company, when the la¬ 
bourers are only watched by a manager, who is compara¬ 
tively uninterested. A joint-stock trading company would 
even be more benefited than the individual trader, by 
adopting some course, if it were practicable, which would 
give the labourers a pecuniary interest in their work, 
for in this manner the energy and skill of the workmen 
might with 'greater certainty be secured. Joint-stock 
companies have always experienced the greatest obstacles 
in retail trades, where the transactions are numerous 
and small. The petty details of such businesses seem 
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BOOK L particularly to require the energy of individual manage- 
ment. • 

Sj^eciai ad~ The Cooperative stores, however, which have lately as- 
vantage cf sumed SO miich prominence all over the country, especially 
in London and in the north of England, are joint-stock 
companies; the capital is supplied almost entirely by 
a large number of shareholders. Yet these societies have 
engaged with the most remarkable success in the ordinary 
retail trades, conducted by grocers, drapers, chemists, 
wine-merchants, coal-merchants, bakers, butchers, &c. 
The success of these societies not only proves that tlie 
disadvantages of the joint-stock system have been much 
exaggerated, but also indicates how the most prominent 
of these disadvantages may be overcome. Tiie prosperity 
of the cooperative stores is probably mainly duo to the 
ready-money system which they invariably adopt; the 
smallest sum is consequently never lost in bad debts. 

TJie exien- It is in every respect advantageous to a country, that 
Zhutoch joint-stock system should be encouraged; it greatly 
igltem de^ promotes the production of wealth. Small capitals which, 
sirahie. if Separately applied, would- do little towards tlic pro¬ 
duction of wealth, are brought together by joint-stock 
companies, and accomplish industrial works of the utmost 
importance. A thousand individuals who have saved 100^. 
each, may not have the time, capacity, or inclination 
themselves to employ the money in any business. If each 
of these individuals subscribed his lOOZ. to one common 
fund, a capital would be created sufScieiit to woik a large 
Manchester manufactory; they would become proprietors 
and promoters of a great commercial concern, aminally 
producing a large amount of wealth, and annually employ¬ 
ing many hundreds of labourers. 

La;rge and The relative advantages of large and small farming have 
rSw. long been one of the most controverted points cormected 
^uth the subject of this chapter. In England, agriculture 
has no doubt, within the last few years, been conducted on 
a much larger scale than formerly. In the best culti¬ 
vated districts of England, each farmer generally rents not 
less than three or four hundred acres. In many parishea 
the land which is now cultivated hy one or two farmers 
was, within the memory of those who are still living, par- 
ceUed into twenty or thirty distinct holdings. Wo will 
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first point out some of the obvious advantages -which arise 

from large farming. The extended use of agricultural .. .> 

machinery has been a prominent feature of that great Advantages 
improvement in the cultivation of the soil which has taken <€ 
place within the last few years. Twenty years since the 
greater portion of the corn grown in this country -was 
thrashed by the flail; now steam-thrashing machines are 
used in every district, and the flail has been almost 
banished; even agricultural labourers rejoice in the change, 
and confess that they should most reluctantly i*'esume -the 
use of the flail; the young men of the present day would 
probably not submit to such monotonous work. Steam 
cultivation is each year rapidly extending* A much AgrmiU 
greater proportion of the farmers’ capital is consequently 
now invested in machinery than formerly. A good steam- moveHoa’d^ 
thrashing machine costs nearly 400^.; small fiirmcrs cannot able, 
afford to avail themselves of all this improved and expen¬ 
sive machinery. Not only can they not affoi'd it, but a 
steam-thrashing machine requires for its working some¬ 
thing more than the resources which a small farm can 
supply; its working must be attended to by ciglit or ten 
men; the corn is taken from the stack by two men, another 
man has to feed the machine with corn; the engine must 
have an engineer; the straw must be carried away by one 
man, and stacked by another; another man must take 
the grain from the machine, and another again will liave 
to carry water to the engine. It is -true that a great many 
even of the large farmers do not now own, but hire, tli'c 
steam-thrashing macliines which they use; such a plan, 
however, is extremely uneconomical A farmer who hires 
such a machine cannot always obtain it at the exact time 
he may require it; those who let the machine must make 
a profit from those who Lii-e it, and for several reasons a 
high charge must he paid for the use of the machine. 

There is the expense of taking it from one farm to 
another; it is earning nothing when being so moved, and 
the wear and tear caused by dragging it along the roads is 
very considerable. But a small farmer who hires such a 
machine is under still greater disadvantages, for he not 
only has to hire the machine, but must also hire the men 
to work it, since he has not enough men in his own em¬ 
ployment. Men who are hired in this irregular way must 
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I be paid more than the ordinary labourer, whose employ¬ 
ment is constant, for they have to sacrifice much time in 
moving from place to place in quest of this irregular em- 
plojrment. Such a farmer will not be able to tlirash his 
corn at the time most convenient to him; he must tlirash 
it when he can get the engine and hire the men. 

Small farming generally involves small fields; these fields 
will be surrounded by hedges, and must be approached by 
roads, and thus a great deal of land is wasted; the disad¬ 
vantage of small fields will be greatly increased when 
steam cultivation is introduced. The steam plough re¬ 
quires considerable breadth of land upon which to work ; 
at every turn that the plough makes, time is lost; after 
the centre of the field has been ploughed, the headlands 
will remain to be ploughed separately; the labour of 
moving the engine from field to field is considerable; 
much time may be thus wasted, and in fact it has been 
calculated that a steam cultivator would plough a S(]uare 
field of ten acres in half the time occupied in ploughing 
two fields of five acres each, and at two-thirds of the 


expense. 

Many kinds of labour on a small farm arc less pro¬ 
ductive than on a large one. Thus a flock of 400 siicep 
requires as many shepherds as a flock of 800. Each 
farm has a carter, whether the farm is 300 acres, or GOO 
acres. Again, much of the time and energy of a small 
farmer is frequently wasted, for he would often be able 
to superintend his farm quite as well if it were laT^or. 

These and many other considerations show that lar <>’0 
farming now possesses advantages over small farming, and 
that these advantages are destined to become more decided 
as the use of agricultural machinery is extended. Under 
i^ge farming, labour can be made to work with greater 
emciency; capital can be applied with greater effect, the 
most complete machinery can he used, less land will be 
wasted in useless hedges, and thus large farming tends to 
make labour and capital more efficient. 

The advantages which have been here attributed to 
large fanmng mainly refer to the cultivation of corn. In 

iWah^r? products, and ospecially 

Lnimportant advantages are 
associated with small farming. A traveller Sn tho 
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continent must have remarked that the olive, the vine, booki. 

and other such products vrliich require great care, it v. 

may be almost said tenderness, in their cultivation, are 
most frequently grown by small farmei's; the reason of 
this is, that the cultivation of products requiring sucli 
■watchfulness and skill could not be trusted to the care¬ 
less apathy which so frequently characterizes the hired 
labourer. It is seldom that anyone but a mother will 
bestow the tender care an infant needs, and the vine will 
be seldom properly cultivated except by one who has that 
interest in it which can alone be derived from the feeling 
of ownership. Even in England there is a similar advan¬ 
tage associated with small farming; for all the operations 
of a small farm may be attended by the kindly interested 
watchfulness of the farmer himself, and this advantage is 
more prominently shown in those farming operations which 
require great care. A dairy, for instance, needs a constant 
attention which the large farmers of the present day have 
not time or inclination to bestow; hence, if there is a dairy 
attached to a corn or sheep farm, the large farmer will 
generally underlet his dairy; the farmer supplies all the 
food for his cows, and the person to whom the dairy is lot 
has every motive to give his whole and undivided atten¬ 
tion to those minute details upon which the success of a 
dairy depends. 

The question of large and small farming is often incor¬ 
rectly confused with the consideration of small landed 
properties. This subject will be discussed in some of the 
succeeding chapters of this work. 
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ON THE Lkm WHICH DETEIMINE THE INCREASE OF 
PRODUCTION. 

W E iave in tlie two previous chapters discussed some 
of the causes which determine the productiveness 
of land, labour, and capital; we have shown, for instance, 
how the productiveness of land may be increased by good 
systems of farming, and how the efficiency of labour and 
capital may be promoted by machinery and by a proper 
combination of labour. But if the land, labour, and capi*- 
tal of a country are in the most efficient state of produc¬ 
tiveness, the production of wealth can only be increased 
by increasing either the land, labour, or capital; for if 
when the land in cultivation is in the highest state of 
tillage more produce from the land is required, it must 
be obtained by bringing a greater area of land under 
cultivation. ^ Again, if all the labour which is employed 
IS in the highest state of efficiency, a greater quantity 
of wealth cannot be produced unless the labour of the 
country is in some way increased; similarly, if the capital 
esmtmg^ in a country is applied to the greatest advanta,g*o, 
and if it supports the greatest number of labourers it 
IS capable of doing, more labour cannot be employed, 
and as a consequence more wealth cannot be produced, 
unless the capital of the country is in some way in¬ 
creased. Hence the laws which separately regulate tho 
increase of land, labour, and capital, are the laws wliicli 
determine the increased production of wealtli- 
We therefore intend in this chapter to disciiss the laws 

of and labour; tiro 
next chapter mil be devoted to a consideration of tho 
laws which determine the increase of capital; and there- 
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be obtained either by making the land wbicli is already 
in cultivation more productive, or by extendinc^* the area, 
of cultivation. If at the time this increased demand for 
food arises there are no particular agricultural improve¬ 
ments to be suggested, the enlarged demand must be 
supplied by cultivating more land; but as this land did 
not previously pay for cultivation, and as it would not 
now be cultivated if it did not pay for cultivation, it 
therefore follows that the value of agricultural produce 
must rise in order that the farmer may realise an ade¬ 
quate amount of profit. Since land previously untilled 
is now supposed to be cultivated, the production of wealth, 
as we have before remarked, is increased in consequence 
of the greater demand which has taken place for food. 
It is not alone the land thus brought into cultivatiouL 
which is made more productive, but all the land of the 
country becomes more productive of wealth; for althouo'h. 
there is not a greater quantity of produce raised frmn 
it, yet the value of the produce is enhanced by the in¬ 
creased demand for food. All the effects here attributed 
to an increase of population are strikingly exemplified in 
the progress of a prosperous colony, hlo one can doubt 
that many of the great natural pastures of Australia, 
which now scarcely pay any rent, will in the course of 
time be cultivated and rented as valuable agricultural 
land. Within the last few years the area of cultivation 
in Australia has rapidly extended. From 1851 to 1861 
the population _ of Yictoria increased from 80,000 to 
500,000. The increased quantity of food which is now 
consumed in Yictoria has caused more land to he brought 
into cultivation; the value of agricultural produce mxist 
consequently have risen, because land which is in cultiva¬ 
tion now would^ not^ have repaid its cultivators when the 
population of Yictoria was so very much smaller. 

Although we have thus shown, a priori, that the value 
of agricultural produce must rise when the demand of a 
larger population causes more land to be brought under 
cultivation, yet it will assist the reader, if we explain the 
primary causes upon which this rise in value depends. 
Every country possesses land which varies greatly in pro¬ 
ductiveness. ^ In estimating the productiveness of any par¬ 
ticular land it is necessary not only to consider the fertility" 
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of its soil but also its accessibility, or, in other words, its 
convenience of situation. Some of the most fertile land in 
the world is so remote from any population which requires 
its produce, that its cultivation would prove unremunera- 
tive, aud therefore it may be regarded as unproductive of 
wealth. Confusion frequently arises because a productive 
soil and a fertile soil are regarded as synonymous expres¬ 
sions. In an economic treatise, however, it must be al¬ 
ways carefully remembered that not only fertility but also 
convenience of situation are included when the term “pro¬ 
ductive’' is applied to land. 

Bearing these remarks in mind, it is evident that the 
productiveness of land varies inversely with the quantity 
of labour and capital required not only to raise a certain 
amount of produce, but also to bring the produce to the 
situation where it is required. The most^ fertile land, if 
extremely remote from the population which is willing to 
purchase its produce, is frequently unproductive, because 
of the great expense which cost of carriage would involve. 
As the population increases, the area of cultivation is ex¬ 
tended, and less productive soils must be resorted to ; or, 
in other words, land is gradually brought into cultivation 
whicli does not return so much for the labour and capital 
expended upon it, as land which was iircviously cultivated. 
Hence the production of wealth cannot be indefinitely in¬ 
creased, because the returns to labour and capital diminisli, 
as it becomes necessary to resort to less productive land. 
This principle forms the basis of Eicardo’s tlicory of Kent. 

The proposition just enunciated suggests an obstacle 
which more or less impedes the continual increase in the 
production of wealth. The reader, for several reasons, 
finds it difficult adequately to appreciate the magnitude of 
the impediment which in many countries is thus placed 
upon the production of wealth. We shall have occasion 
frequently to recur to this subject; we may, however, here 
make a few more remarks upon it with advantage. It 
may bo thought that although dess productive land re¬ 
quires more labour and capital, yet the general value of 
agricultural produce will be but slightly affected. For it 
may bo urged that the productiveness of the land which 
was previously cultivated will not in any way be diminish¬ 
ed, on account of the more expensive culture required by 
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the less productive land, which is now resorted to. A por¬ 
tion only of the produce which is raised from tlie land will 
require a greater outlay of labour and capital, the produc¬ 
tiveness of all the remaining land will be unchanged, and 
hence it may be argued that no serious impediment can 
be caused to the production of wealth. We must repeat, 
that when an increased demand for food brings less pro¬ 
ductive land into cultivation, this food is obtained at a 
greater cost of labour and capital, and therefore food be¬ 
comes more expensive. But the value of wheat of the 
same quality does not vary, when brought to market, be¬ 
cause one sack of wheat has been produced at a greater 
cost than another; of course this is matter of no considera¬ 
tion to the purchaser, but simply to the growers of wheat. 
If therefore it is necessary that the price of wheat should 
rise, ill order to make the cultivation of inferior land re¬ 
munerative, the price of all the wheat grown must rise in 
a similar manner, and food consequently becomes more 
expensive. If by these causes the price of wheat is raised, 
it is manifest that the farmers who cultivate the more 
productive land must derive a great advantage, because 
the produce which they obtain does not require more la¬ 
bour and capital, and ’yet its price is materially increased. 
The farmers however cannot in the long run approjiriate 
this advantage to themselves, as the landlords secure it in 
the form of increased rent. A farther discussion on this 
branch of the subject would involve an explanation of the 
theory of rent; and this- theory does not properly belong 
to the production, but to the distribution of wealth. 

The important proposition we wish to establish concern¬ 
ing the production of wealth is, that an increased demand 
for food has a tendency to make food more expensive, and 
as such an increased demand is almost always caused by 
an increased population, we may enunciate the principle 
thus: that as population advances, food has a tendency to 
become more expensive. In the enunciation of this prin¬ 
ciple, we have employed the word tendency. We believe 
that an example may be thus afforded, which will illustrate 
the great importance of enunciating almost all the prin¬ 
ciples of political economy, as exerting tendencies, rather 
: than as producing immediate results. This has not been 
I sufficiently recognised, and consequently the progress o£ 
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political economy has been greatly retarded, and mncli 
prejudice and incredulity have been raised in the minds of 
practical men towards the conclusions of this science. In 
mathematics a force is measured by the effects which it 
has a tendency to produce, i. e. which it would produce if 
not counteracted by other forces. The force of gravity is 
estimated by the space through which a body would fall 
in a second of time, if it was acted upon by no other 
force; this space is sixteen feet; all bodies, however, do not 
so move, although every particle of matter is acted on by 
the same force of gravity. A feather floating in the air is 
attracted by the force of gi'avity, and yet it does not fall 
through sixteen feet in a second of time ; the feather does 
not fall through this space because its downward motion 
is retarded by the resistance of the air. Although the 
force of gravity is thus partly counteracted, it is not 
either destroyed or rendered nugatory; its effects may 
appear to be dififerent, but the force of gravity always 
exerts a tendency, whether the tendency be counteracted 
or not, to make a body move through sixteen feet in a 
second of time. It would be very unreasonable to assert 
that the theory of mechanics w^as erroneous, because other 
forces intervene and modify the eifects attributed to tlic 
action of a certain force. The distrust which is sometimes 
shown towards the principles of political economy is 
equally unreasonable; these principles attribute certain 
effects to certain causes, but the effects will be altered,- if 
the causes are modified; these causes, like ,tbe forces in 
mechanics, are often affected in their operation by many 
disturbing agencies. For instance, we have enunciated as 
a principle that the tendency of the increased demand of 
an advancing population is to make food more expensive. 
Political economy however is not in error, bccatxse circum¬ 
stances may occur which will counteract this tendency; 
we are all aware that this tendency towards higher prices 
has been and may be again counteracted; that agricultural 
improvements, for instance, have often been introduced, 
which have enabled the increased wants of a larger popu¬ 
lation to be supplied without any rise in the price of food. 
The population of Great Britain has increased 4,500,000 
between 1841 and 1861, and yet the price of wheat was 
on the average lower in ISGl than in 1841; but this fact 
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does not falsify the principle we have above enunciated. 
The circumstances which have prevented a rise in the 
price of wheat are patent to all. Before 1848^ we were 
in a great degree restricted to our own soil for our sup¬ 
plies of corn. Now we are freely permitted to purchase 
wheat from any country which offers it for sale. As 
many as eight million quarters of wheat are often irn- 
ported in one year; and with better means of communi¬ 
cation even such remote countries as the Punjab and 
California will regularly export wheat to Great Britain. 
The influence therefore of free trade has been analogous 
to that which would have been exerted if a tract of 
fertile land had been added to the cultivable area of 
this island. Suppose that, in consequence of the gTeat, 
abundance of fertile land in the valley ot the Mississippi, 
wheat grown there could be sold in our markets at a less 
price than would adequately remunerate the Engiisli 
agriculturist if he grew wheat on many of the less pro¬ 
ductive farms in England. Under these circumstances 
the valley of the Mississippi would, as far as the supply 
of wheat is concerned, serve England the same .purpose 
as if a tract of fertile land could be added to her shores. 
We are quite ready to admit, that the effects attributed 
by political economy to one particular cause, seldom 
occur with strict exactness; such perfect conformity could 
not take place unless the cause acted alone, and this 
is very rarely the case; the practical utility of political 
economy however is not for this reason lessened, for the 
science demonstrates that certain results must ensue, if a 
counteracting influence does not come into action. We 
will illustrate our meaning by referring to an argument, 
wbicli we believe is unanswerable when urged in support 
of free trade. The population of England is advancing; 
if we are restricted to our own soil for supplies, then food 
will be obtained at a greater cost of labour and capital, 
and food must ultimately become much dearer. It tliere- 
fore becomes most important that the fertile soil of the 
whole world should, as far as possible, be made available 
to supply us with the produce we may require. 

We must next consider how the production of wealtli 
is affected by an increase in the amount of labour, or, 
in other words, by an increase in the number of tlxo 
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labouring population. Labour is increased when it is 
made more efficient. If a machine is introduced which 
enables one labourer to do the work of six, of course the 
amount of labour in the country is augmented, but this in¬ 
crease is due to improvement in the efficiency of labour, 
a subject which was considered in the last chapter. We 
must here therefore restrict ourselves to a discn.ssion of the 
consequences which result, when an increase in the num¬ 
ber of the labouring population causes more wealth to be 
produced. If a greater quantity of any commodity i.s re¬ 
quired, a greater number of labourers must be employed, 
unless some industrial improvements are introduced. Sup¬ 
pose, for instance, there suddenly arose a very active de¬ 
mand for English cottons in China; a nuxch greater number 
of labourers would soon be engaged in cotton manufactories. 
It may be asked, How is the increased number of labourers 
to be obtained ? Surplus hands will be drawn from other 
employments, and emigration will be checked, if there is 
a great deinand for labour. If the demand for additional 
labour continues, an inci'ease of population will bo power¬ 
fully stimulated, and the labour required will ultimately 
be supplied principally from this source. It i.s importaiit 
to point out in what manner an increase of popvdation i.s 
promoted by an active demand for labour. 

^ Labour i.s in demand wlien trade i,s got)d; tlieu wages are 
liigh, and the labourer,s are prospcroiis. It i,s found tlrnt 
the number of marriage.s among.st the ])<)or(.!r cbasse.s i.s 
invariably much greater when tlie la,b(anv.r,s a,re prosper¬ 
ous. There is no .surer test of tlic prosj)erity of i,h(/ la,- 
bouring clas,s than the low price of hnrul, and tlu're an- 
few stati,stical facte better' substantia,Led tliau i.h.a.t tlie 
inarriage,s a]aoug,st the labouring class inerea,se. wllJi the' 
fall in. the piice of bread. It uia,y be rCta.soiia,l>Iy a,.ssunu.i(l 
that wage,s are liigh when trade is good, but from whi'i,t 
source iu-o the.so liigher wages .supplied i! It must he. From 
the capital of the eouut.iy, heeause this is the fund from 
which the labonreiB’ wa,ges are provided; the cinmlatim^ 
capital einployed iii any trade or manufacture nm.st he 
increased if the labourers enga.ge(l in it reecnviul higher 
wage.s. We may Ijero gen(!ra,l'ly reina,rk, that when a, 
trade is active,_jb(^ prollts arc high, a.ud thus a grea,t in- 
ducemout i,s ollered to those engaged as employers in tlu'. 
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trade, not only to save more, but to apply a greater 
amount of capital to their business; thus additional capital 
is either borrowed or is withdrawn from other invest¬ 
ments. But now, having pointed out some of the sources 
from which an increased number of labourers will be 
obtained, we have next to consider how this increased 
population will be fed. We have just remarked upon 
some of the sources from which the additional wages paid 
to the labourers will be supplied when an active trade 
causes a greater demand for labour. Let us suppose, 
therefore, that when the labouring population has in¬ 
creased, the circulating capital of the country has been 
proportionally augmented; but if there is a larger popu¬ 
lation, more food will be required, and the important 
question arises, Under what conditions is this food to be 
obtained ? In answering this question we avail ourselves 
of that principle which has been stated in the first part 
of this chapter, namely, that there is a tendency for food 
to become more expensive as the demand for it increases, 
because less productive land lias to be resorted to, the 
returns from which are not so large in proportion to the 
labour and capital expended upon it. 

, The production of an increased quantity of wealth re¬ 
quires a greater number of labourers, and when the 
labouring population is thus augmented food will become 
more expensive, unless the additional food required caxx 
be obtained either by agricultural improvements, or can. 
be imported at a comparatively cheap rate from other 
countries. All that we have here stated is strikingly 
exemplified by the events which have occurred within the 
last few years. The trade of the country has advanced 
with marvellous rapidity, the number of labourers now- 
engaged in the manufacturing industry of this country 
greatly exceeds the number employed twenty years since. 
The capital invested in our manufactures has even 
advanced more rapidly than the increase of population. 
Not only are there more labourers, but the wages of these 
labourers have risen very decidedly within the last few 
years. Two causes, therefore, have combmed to increase 
the demand for food, namely a lai’ger population and a* 
better paid labouring class. This increased consumption of 
food is abundantly verified by the import tables; although 
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Englancrs own soil has heen made far more productivCj and 
much more land has been brought under cultivation^ yet 
the importation of all the common necessaries of life con¬ 
sumed by the labourers has been largely augmented. But 
it may he said political economy would predict tliat;, in 
consequence of such a demand^ all food will become more 
expensive; and yet bread is cheaper. But as we have 
before remarked, we have now the whole world from wliicli 
to obtain our sup23lies of wheat, and the cost of carrying 
wheat from one country to another is comparatively small. 
There has, however, been a most decided rise in the value 
of those articles of food which we cannot with such facility 
obtain from other countries. For instance, it is much 
more difficult and much more expensive to import meat 
than corn. Meat must reach a scarcity price in England 
before it would be remunerative to send cattle and sheep 
from even the eastern shores of America, and yet corn is 
constantly ymported with considerable profit from the 
remote regions of California. Since, therefore, we are to a 
much greater extent restricted to our own soil for meat and 
dairy produce, imjoortation has not been able to counteract 
that rise in the price of these articles which, according to 
political economy, must accompany the increased consump¬ 
tion of a more numerous and better paid labouring class, 
and the result has been that meat and dairy produce liave 
become fifty or sixty per cent, more expensive within the 
last few years. In all probability the labouring popula¬ 
tion will for many years continue to increase; every year 
therefore a greater quantity of food will be consumed in 
this country; the mode in which this increased supply of 
food will be obtained must mainly determine what will be 
the future condition of our labouring population. If the 
opening of new sources of foreign supply and tlio intro¬ 
duction of agricultural improvements should enable an 
mcreased^ quantity of food to be procured without any 
advance in its value, then a larger population may be 
maintained in an improved material condition. If on tlie 
other hand foreign importations and agricultural improve¬ 
ments should not exert a sufficiently powerful influence to 
check a rise m the value of food, as the demand for it in¬ 
creases (or in other words, if resort must be had to less pro¬ 
ductive soils in order to supply the wants of an increasing 
I*. M. r. ^ 
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populcxtioD), tliGH tlio condition of tliG Icibourinf^ 
will gradually but steadily deteriorate. In a futur.e cbaptor 
upon the poor law we shall point out that the increase of 
pauperism in this^ country in the last few years would 
almost seem to indicate that our population has so much 
inci eased that its maintenance now involves a oi’rentcr 
proportionate expenditure. ^ 




CHAPTEE VIIL 


ON THE INCKEASE OF CAPITAL. 


I N the preceding chapter we have remarked upon some 
of the more prominent conditions which determine the 
J/ increased production of wealth, as far as it depends upon 
an increase of the cultivated land, and upon an increase 
in the number of the labouring population. But larger 
production also requires an increase of capital. It must 
be evident from ihe remarks we have made upon capital, 
that an increase of capital is as essential to a larger pro¬ 
duction of wealth as an increase of land and labour. If 
land, for instance, is more highly cultivated, additional 
capital must be applied to it: and new land cannot be 
brought under cultivation without the application of 
capital to it. If more labourers are employed, a larger 
fund, in the form of circulating capital, must be devoted to 
pay their wages. Improvements in the various processes of 
industry cannot be introduced without the expenditure of 
capital. Machinery, warehouses, manufactories, railroads, 
ships, all such industrial appliances as these, exhibit the 
various modes in which the fixed capital of a nation assists 
her industry, 

^ We have previously asserted as a fundamental proposi¬ 
tion, that capital, whether fixed or circulating, is the result 
of saving. Increased capital, therefore, implies increased 
saving; and hence we may determine the laws which re¬ 
gulate the increase of capital by considering the causes 
upon which depends the increased saving or accumulation 
/ of wealth. There are two principal motives which induce 
men to save; and these are, first, a prudent foresight with 
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regard to tlie future; and, secondly, a desire make 
wealth by an advantageous investment. The firs'b motive 
is by far the more powerful. To its action has Ibeen due 
the greater part of all wealth wdiich has been savod.. But 
the second motive is the chief cause of fluctuatioias in the 
ainount of a nation’s capital. Whether the aro-ount of 
capital at any time existing in the country is ctlbove or 
below the average is almost entirely determined by the 
profit which it may be thought capital will realise. 
This profit may be estimated by the current rate of 
interest. But in political economy, as in many other 
sciences, the causes which produce the disturbing* fluctua¬ 
tions require a more careful investigation than those causes 
whose action is more constant, and more iindeviating. 
The earth when revolving in its orbit is acted on Toy a great 
number of forces. It is attracted by every body in the 
planetary system, yet these forces combined are almost 
immeasurably inferior to the force of attraction "which is 
exerted by the sun. Most important mathenintical in¬ 
vestigations, however, depend upon the action of these 
disturbing forces. Similarly, in political economy, the 
effects of the more constant causes can be readily esti¬ 
mated ; but causes more varying in their action introduce 
fluctuations and disturbances which must he investigated 
and classified by the scientific principles of political eco¬ 
nomy. 

As civilisation advances the desire to accuninla>“fce wealth 
increases, and foresight for the future becomes more 
general. The more men’s intellectual and moral faculties 
are developed, the more careful will they be to make a 
reasonable provision for the future. The Jesuib mission¬ 
aries, who a century since formed a settlementr in Para¬ 
guay, found the great difficulty they had to contend with 
was the utter recldessness of the people. The missionaries 
gave them seed. They knew that this seed "would, if 
sown, in a few months yield them a plentiful supply of 
food, yet they could not be restrained from easting the 
seed instead of sowing it; the smallest present enjoyment 
was by them preferred to the greatest prospective advan¬ 
tage. People in such a condition can he very little 
superior to the more intelligent animals, whose tiereditary 
instincts induce them to provide against danger which 
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they may have to encounter. Birds build nests which 
are most perfectly adapted to protect their young; beavers 
construct their habitations on a plan so admirable that it 
seems almost to rival the skill of man; and even dog\s 
collect a store of food to which they will resort when 
pressed by hunger. 

In England the desire to accumulate wealth acts witli 
great force amongst certain classes. It is impossible 
accurately to define the causes which regulate the amount 
saved by any individual, but it may be stated generally 
that in England each class of society has a recognised 
standard of living which involves a certain expenditure, 
and the whole of an individuals income which is in excess 
of this expenditure is usually saved and invested. The 
amount which is saved is, therefore, partly dependent at 
any particular time, upon the material prosperity of the 
country. If activity of trade or any other such circum¬ 
stance should increase the incomes of any particular class, 
there would be a^ larger fund from which savings might 
be made, and more would be saved. Habit, fiir more tluin 
the amount t5f an individuals means, usually detcimines 
his expenditure. Any circumstance, therefore, which tends 
to augment the wealth of the nation, will induce increased 
saving. 

It may also be remarked that the amount of an in divi¬ 
dual’s expenditure is to some extent determined by the 
cost of the commodities which he consumes. The con¬ 
sumption of some articles diminishes in proportion to the 
rise which may take place in their price. In Madras, the 
salt duties were raised IS per cent., the result was an 
increase in the revenue of only 12 per cent. This proves 
that the consumption of salt was diminished by the in¬ 
crease in its price. It was, for instance, found that when 
the sugar duties were raised beyond a certain amount, 
they did not produce a larger revenue. A rise in the 
price of sugar induces large numbers to give up its use. 
Such articles, however, as tea and bread, are, in this coun¬ 
try, almost universally regarded as necessaries of life; and 
the quantity of tea and bread which is consumed by those 
classes who accumulate the capital of the country, is not 
materially affected by a variation in the price of these 
commodities. If, therefore, bread and tea decline in price, 
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the household expenses of the middle and uBper classes 
will he diminished, and a larger portion, of thBir incoxne 
will remain to he saved as capital. We mention this as 
applying particularly to the middle and upper classes, be¬ 
cause there is no douht that our labonrino- population 
would gladly consume a greater quantity, ^ven 
ordinary necessaries of life, had they the means of joiiv- 
chasing them. If the price of tea is reduced one-half, the 
labourers will probably continue to spend upon this article 
as much as tliey had previously done; they would sq^cnd 
less upon bread if its price was reduced, but the amount 
which they thus saved would not, as a general rule, bo in¬ 
vested by the labourers as capital, but would be applied 
to satisfy some of the many wants of life, which they have 
not the means of gratifying. The labourers therefore are 
benefited in two distinct ways, by the cheapening of any 
article of ordinary consumption. They have, in the first 
place, to pay less for it when they purchase it, and 
secondly, the cheapening of such a product has a ten¬ 
dency to augment the capital of the country, by enabling 
tlic middle and upper classes to increase tbeir savings, 
and the labourers will receive higher wages if capital is 
increased. 

We have however before remarked, that the fluctuations 
in the amount of capital which is saved, depend upon the 
nature of the opportunities which present themselves for 
investment. If the profits which can he realised upon cap)!- 
tal increase, a greater inducement is offered to save, anil a 
larger amount is sure to be saved. From such a soiu'ce, 
either directly or indirectly, any large increavse of capital 
which may be required is mainly supplied. At any par¬ 
ticular time there is a certain interest upon capital wliicli 
people expect, and with less they will not be satisfied. But 
it will perhaps he said, what does a capitalist do with Iiis 
capital; if he wants per cent, interest and can only 
obtain 3 per cent., he will not squander it because lie ns 
not satisfied with so low a rate of interest; will, therefore, 
less wealth be saved? Less, no doubt, will be saved, because 
a low rate of interest offers less inducement to save ; the 
most important point however to be borne in mind is tlrat 
a much smaller portion of the wealth which is saved will 
[ be invested as capital in our own country, when the rate 
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of interest is 1o\t. England, far more than any other 
country, offers a striking example of the vast amount of 
capital which the people are ready to invest, if a favourable 
opportunity presents itself. When the government requires 
a loan, many millions are at once subscribed, without 
encroaching in the slightest degree upon either the circu¬ 
lating or fixed capital of the country. The loan is not 
altogether supplied from capital which was previously 
unemployed, but England has vast sums invested in almost 
every civilised country. Magnificent as are the tokens of 
England’s wealth which surround us on every side, yet our 
manufactories, our railroads, our mercantile marine will 
not give us an adequate idea of England’s riches, unless 
we remember that there are few countries either in the 
new or the old world that are not our debtors. Russia, 
Turkey, India, Australia, Canada, the United States, the 
Republics of South America, all have satisfied their state 
necessities, by loans supplied from English capital. But 
it is not only foreign governments who borrow from us; a 
vast number of the foreign speculations have been sup¬ 
ported by English capital. A considerable number of the 
railroads throughout the world have been made by English 
capital; the Grand Trunk Railway of Canada has absorbed 
15,000,000?. of English capital. The railways, irrigation 
works and roads of India have been constructed by 
English capital, and some of the richest mines in South 
America hav^ been worked by English companies. Conse¬ 
quently only a small portion of the wealth which is 
annually accumulated in England is retained to be in¬ 
vested in this country. If, therefore, England requires a 
greater amount of capital to extend any branch of trade or 
to carry out any public work, she can supply an amount 
which is practically unlimited. If, for instance, there 
was such an expansion in our cotton manufacture, that 
100,000,000?. of additional capital was required, it would be 
readily obtained, by placing a check upon the investments 
of English capital abroad. The amount of capital, there¬ 
fore, which is applied to the production of wealth in tins 
country, does not depend so much upon the amount which • 
is saved, as upon the proportion retained by the country 
itself of all the wealth which is saved. The relative 
amount of English capital which is invested at home and 
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abroad is regulated by nicany considerations, the ddei' of 
winch IS the rate of interest which can he obtained at homo 
compared to that wliicli can bo obtained h>roign 
countries. We have explained that the Eno-lisli g'OVOJ'R- 
meut may raise large loans without din5ni.slii'*j< tho 
capital invested in English industry, the loans ’being 
chiefly derived from capitals winch would otherwise havo 
been embarked in foreign investments. Yet it must ho 
borne 111 mind tliat this remark does not apply to ilfnuico 

and to other countries from which little capital is e.x ported, 
thus hranee has lately been congratulated upon tin; ease 
with which she has raised suceessivo loans, airiouiitiug to 
nniny hundred nnhions of pounds, to defray the e-xixuiscH 
of her war with Germany and to pay the German in¬ 
demnity. A portion of these va,.st loans was proliably 
supiihed from money which had been boarded ; Imt, a 
great portion of them was no doubt obtained from capital 
winch would othenvise Jiave been, rc-employed in the 
pioductiou of wealth. The war had caused, over a, great 
part of hraucc, an almost entire cessation of production, 
llencc as tho war proceeded and as trade docliiusl, tlimn 
was a lai^m amount of capital whicli had previously b.-eu 
employed m productive industry ready at hand to Imit 
to the government to be consumed in war. It i.s a. nuwl; 
serious misfortune to Franco tliat even after f,ho. war 
was concluded, the iiulomnity of ;E24(),000,000 whicli she 
had to pay to Gcrmiuiy, withdrew a large amouul, of 
capi a. horn Irauco which might have been omiiloyi'd in 
reviving the various branches of industry whicli ba’d suf- 
so much (luring tho ’war, 

Ladia ciffords another example tliat tlio cconoiui(^ con¬ 
dition of England must not be taken to be the tyiio of lln) 
ccononuc condition of otlier coimtries. England, in many 

respects, offers a direct antitliesis to other countries : Mms, 
she possesses an almost unlimited capital, but lias very 
little fertile land at tho present time uncultivated. 1 udi'a 
and many other coimtrio.s arc very deficient in capital, but 
possess vast tracts of fertile land still untilled; tlmrefore, 
and India, tho increased produc-iimi of 
wealth will take place under very diftbrent conditions in the 
•wo countries. In England cajiital is readily suiiplusl to 
assist an increased production of wealth. The luboiu’ers’ 
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wages will probably rise when the industry of the country 
is active. There may, however, be one drawback to the 
benefit which they thus derive. As the area of new^ soil 
which England can bring under cultivation is so limited, 
the price of many articles of food will rise, in consequence 
of the larger consumption of a more numerous and better 
paid labouring class. India, in her present condition, has 
a most abundant supply of land and labour, but her capital 
is so restricted that it is diJfficult for the production of 
wealth to increase unless cajeital is obtained from other 
countries. 

It is evident, from the previous remarks, that in 
England the great requisite for the increased production 
of wealth is a large supply of cheap food. This cheap food 
may be obtained either by importation, by agricultural 
improvements, or by extending the area of land cultivated 
in England. Industry cannot be for any length of time 
impeded in this country by any want of labour and capital, 
but in India an increase of capital, both fixed and circu¬ 
lating, is most essential to a larger production of wealth. .. 
She possesses an abundant supply of fertile land and^ of 
cheap labour, but for some time to come the greater portion 
of the additional capital applied in India must be obtained 
from England. Ages of anarchy have produced a Avide- 
spread feeling of insecurity throughout India. Individuals 
have been afraid to exhibit their wealth, because it would 
tempt the rapacity of those who had the power to pillage 
their weaker neighbours. A great part of the wealthy 
saved was hoarded, and it consequently performed none of 
the functions of capital. The owners of property felt that 
it was only secure when it could ho concealed. If they 
employed labourers, they could not feel certain that they 
would he able to retain the results of the labouroi'’s in¬ 
dustry. Hence we can reasonably anticipate one most 
beneficent result from England’s rule in India; for her 
power, in course of time, may make every class in India 
feel that the rights of property arc respected. Nothing 
will more tend to increase the capital, and hence tlic wealth 
of the country; for when security is given to property 
there is a great inducement to save, and the wealth which 
is saved, instead of being hoarded, will be usefully applied 
as capital to assist the further production of wealth. India 
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IS .at the present time, in some degree, deriving this ad¬ 
vantage from England’s rule. Eut admitting tlii.s ad¬ 
vantage, It cannot be too carefully borne in mind by those 
who are responsible for the government of India, that the 
Indian people ought not to bo compelled to pay too liigh 
a price ior it. Our administration being necessarily ex¬ 
pensive, in consequence of the high remuneration which 
Europeans receive in order to induce them to reside in tlic 
country, every care ouglit to be taken to nrevent its being 
more costly than it need be. *■ 

Althougli there are so many points of diversity between 
England and India, yet there arc other countries whoso 
economic condition differs most essentially from eitlier 
that of England or .India. The main requisite for the 
increased production of wealth i.s, in India, an increase of 
capital, au(l in England, an increase of land, or, in othoi- 
words,_ an increased supply of cheap food. In the We.st 
India IS ands, however, tlierc is an abundance of land and 
capital, hut a great scarcity of labour. The decline in tho 
piOHpei,ity 01 these islaucls is, iu an economic sense, most 
Previous to tlio emancipation of the slaves, 
the West ludics possessed all the tliree reoiiisitcs of pro- 
duction 5 theii soil was fertile, it was owned loy Emdisfi 
piopiiotors, readily supplied all the capital that was 
required, and labour was, of course, never deficient when 
slaves could he freely imported, and when there was an 
abundance of money with which to purchase them. .But 
abolition of slavery not only freed the slave, hut 
effectually checked the importation of labour. Property 
in man was declared to be illegal, and therefore no one 
would resort to the expense of importing labour wlieu ho 
had not the power to retain the services of the labourers 
lie imported. The emancipated negroes of tho Mfo.st 
Indies are unwilling to do as much work as when lalxmr 
was extorted from them. Degraded by their bondai’c 
their wants are few, and easily satisfied ; the rich fiu-tildy 
of the tropics supplies them with almost all tlu.i food 
they require, with the exertion of very little labour. 
Why should they, therefore, constantly toil 1 they liavo 
few tastes to gratify, and few wants to satisfy. No one 
will labour for labour’s sake; the emancipated ntun'oes 
are well fed almost hy the spontaneous bounty of luituro, 
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and they are therefore perfectly contented to live a lazy life 
of repose. The consequence of this is that the production 
of wealth has almost ceased in many parts of the West 
Indies; the land is as fertile as it was before. English 
proprietors would only be too glad to supply capital if they 
could find the labourers; but this labour is not forth¬ 
coming; the emancipated negroes are unwilling to work 
and the climate is unsuited to European labourers; tlic 
production of wealth cannot proceed, and estates, which be¬ 
fore 1833 were worth 10,000Z. a year, are now little more 
than a useless burden to their owners. It is thus (juitc 
evident that it is impossible for the West Indies to bocorne 
more prosperous without a larger supply of labour. How 
is such a supply of labour to be obtained ? In the first 
place, labourers may be imported; secondly, the population 
of the islands may increase, and the people may become 
more desirous to labour, as their wants become gradually 
enlarged. Let us first consider the importation of labour. 
Labourers may pass from one colmtry to another entirely 
of their own accord. Large numbers of Chinese have 
emigrated to Australia because they could earn higher 
wages in Australia than in China. They have also emi¬ 
grated in large numbers to the United States. Austudia 
never took any steps to encourage their coming; their 
presence is, in fact, so much objected to, that an extrcviuo 
measure has been passed, and a poll-tax of 10/. has hcoii 
imposed on every Chinaman who lauds. If the Ghiiuvscj 
felt that equal advantages were to bo secured in the West 
Indies, no doubt great numbers would emigrate to those 
islands, and thus supply the labour which is so mucli 
needed. It is, however, a singular fact, that the English, 
the Germans, and the Chinese are the only people who 
freely emigrate at the present dayh Now it is e|uito 
impossible for English or Germans to work in a sitgar 
plantation under a tropical sun; if, therefore, the Ohineso 
will not resort in the same way to the West Indies as 
they have to California and Australia, the West Indies 
cannot depend upon a supply of labour from voluntary 
emigration. By voluntary emigration it is intended to 
signify that the emigrant seeks the country to which 
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to describe the inhabitants of the United Kingdom generally. 
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Ihe negroes of the West Indies are, as we before re- 
uarkeil unwilling to work; and the only hope of makino- 
the people more nidu.strious, is to stimufate ?n tLm new 
(le.sircs am] new wants; they will not, of course work al 

fm <1 wlm.h the islands .supply m abundance. If they can 

o’)'?'^xpI?dw f wir''r'^ to have expensive clothing 
m c.xpi nsive iooi , whiclnnay perhaps have to be imported 

I Sent io u 7’11 cease to suffer from the 

p esdit gieat scarcity of labour. England, therefore 

ohms a .striking contrast in every respect to the West 

•'i' exceed the ceaseless industrial acti- 

d.m if T i.^° labour, because 

. uo is kSOuio desire which we wish to gratify. Our 

labourers are pres.scd on to continuous labour by the 
necessity of procuring a livelihood. Our climate is^rigo- 
ums, and the bounty of nature will not supply us with 
the means of supporting life unle.ss we work wi^th eneray 

irf ,TI-^ 1 middle classes are urged on to 

nuliLstnal activity by the desire to improve their social 
anil material condition. ^ 

ilic eccmomic condition of America, as far as the pro- 
duction of wealth is concerned, differs in some respects 
fioni each of the three countries we have considered. In 
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]a<iHl ha.vo (adiivai«‘tl hi;; tanu likr a ^'anlrn. vAll, if ho 
onui''rat.('S to Amrrii'a, liiul it. orcatly to hi; iu(»i« t to 
jiidopti a- vis'y diltrrrnt. aysltnu nf (ill;na.^ ddo' na .on oi 
tills may hr hraf rdunvu hy an r'amplo, .\u Mo di h 
(iu'nit'r, Irt. ns ;'.nppr:;r, rnlli\.alo; a, Inindrod arn-, 
liuul, h>r whirh hr pays '!0n/. a \rar nsit, Atuh. a , as 
oxpiaidrd in vva*n-s. on lil;; farm will isitnn iho fnm- i a 
fa.ir pndit. far <’apitai and hi.s ororfion', hiH h, tua^ 
think l.hat» if will answiw Id:, piapt* o to taiin nano In-h! . 
to (Miiplny lwi<H‘ as. mnrh lahoiir a; h. loro, Ih- rid 1- 

roiuunorat.rd ha* t-hr additlt>nai ptKd. wlnoh ho o- p. nd mi; 
Wa.rvs, if t.lu' iiH'nsasotl prodtus- iroiu tin- fains rin* a nth. 

oxotHals tint imsf of fltla oxtra lalnsir fo loair fhr' tiifinoi a 

hur protlt nu fho a.dtlij.ional (\aptfal In* ha ; o- p. ud« d, f! 
fhis is lhtMnt*H\ (hr tidditinnal lahoiir will h*- o. pnaind'h 
to tho fa.t'mm* a.s fha.f whirh hr fir .i omphy, d, fvot H will 
not lio so* produtdivm Wlnm only d.iHI/. wa r^-p- ndrd oi 
wa.<.''os, ttn^ prodiUM' of Uiis lahour mti f ha^r h. on .uihrn uf 
not <mly to rotfurn a. lair [intfd' upon Ihr ainonnf o'.poiof d 
iu wa.p;rs, hnf* must, airs* havi' hrrn suiliri, nt to onior thr 
naiL ll flu^ ndditfional hihnm' rntphprd dindm hr’; m 
produo.iivmurss, it. may Ih* :::d«i why not apply if to othn 
la.mlif (‘mmntu howrvrt\ !»• a-pplird to ot|U:iilv rnod land 
wiflumi, havinp'to pay a nait for t htMist* oftUr land: hrmH*. 
np to a oortain point, it Is iui»rM ri*mnnoiati\r to apply 
additional lahour to tho samo laud, a.lthou;d* lln^ lahour 
cUminislu^H in prodmd.ivrurss, rathrr than hi apply thr- 
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labour to other land for Tvhich rent will have to he paid. 
But if good land were extremely plentiful, or, if, in other 
words rents were extremely low as in America, it would 
manifestly be far more profitable to cultivate fresh land 
rather than apply additional labour upon land already 
under tillage in order to cultivate it more highly. Hence, 
in America much less labour is employed in the cultivation 
of a certain area of land than would be employed upon the 
same area in England, and farming is consequently more 
slovenly in the former than in the latter country, because 
in the one country land is cheaper than in the other, and 
labour dearer, ’ 


Compari¬ 
son of ihe 
d'ifftrtnc 
rr.mlU ob¬ 
tained. 


In this and the preceding chapter, we have investigated 
the laws which regulate the increase of labour, and capital, 
and cultivable land. These laws combined, furnish the 
conditions upon which depends an increase in the produc¬ 
tion of wealth. We have attempted to illustrate the 
manner in which these laws may be combined, by con¬ 
sidering four countries, England, India, the West Indies, 
and the United States; and in each of these countries the 
requisites for an increased production of wealth assume, 
relatively, different degrees of importance. ■ In England, 
an abundant supply of cheap food is required; in India’ 
an increase of capital is most essential; and in the West 
Indies, an increase of labour. In America the production, 
of wealth meets with no serious impediment, for it 
advances with the most extraordinary rapidity. ’Yet, in. 
America, there is a comparative scarcity of labour, and’ an. 
ample supply of productive land. America andEnglandhave 
conferred upon each other the most important mutual 
benefits. Cheap food is essential to England’s progress, 
and our greatest supplies are obtained from America. Cheap 
labour is the most valuable gift to America, and our 
surplus population, which would become burdensome to us 
if there had been no emigration, is providing America witla 
the labour she so much needs. 

We have now considered all the more important propo¬ 
sitions which concern the production of wealth. We 
shall frequently recur to this portion of our subject, and 
thus the reader will obtain a firmer grasp of many of the 
principles we have discussed- We now pass on to the 
next branch of our subject, which is the distribution of 
wealth. 
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H AV'IN(:I the |)jnMlfieiien th* wee.lth in iln'; 

last beuk, we now pass, l)y a iiiiiunil HtMjUi'iiee, (o ; 
ex[)eu!Hl iJie |)rinei|)leH whi^^Ii rt^t^tilaie the diHidhulh»a ol .< 
\V(‘.;ilth. In soint* of th(‘ rt‘marks on t.lu^ })rt)ilu(‘tit)n oj\ 
** Wi'uJiih, it wa.s nt*c(’SMar^y to a4i{lelpa.t»('. (Jie. Ia.(h. tha.t the 
W(\a,ltii protluetMl is distrihuU'd an)ionp;'st (liOrrent elaasr;;. 
T\\{) waA^vs of iJn^ laJaairta’s, tln^ prohts of lln^ (aapilalisl, 
and i.hi‘ ivid. of t.he landlord, havt^ htnoi spoktai of. Allusion 
lias also hetUi ina.de to sonn'. of the Hourees wlduda snppl,v 
tlie W(AH.I{'h tinis <listrii)iitt*d; lor iuHianee, tln^ naiuro oi 
(‘ai])It;d tundd uol( he. (‘Xpla-iinsh withotit) shtnvin'X (hat the 
ea,|)ital of t-he. eouniry is llu' tund from wliieh tho \\a! 4 es 
of the la.hour<'rs are stippliial, and, iIn'tX'hu’ts il (ho 
eapita.l iiHa'oasi's, {-h<‘ \vaL’'os pa.id must inerease, Althi>u«di 
in this nnnnior, tin' snhjeei, of the di.strlhutiou ni wealth | 
ha,H las'O sliohily eiierttaehed nptUi, yi*t nothing, has hitlnnio 
ht'en said in ri'fert'net^ (<> the prineiplos wldeh dt^lertnine 
tin*, rt'lai.ive aniounts of (.lie rdiares into vvldidi wealth is 
diHtrihui.ed. It, tln'iH'ldri', remains to explain why way,os 
are liiyii <a‘ low, wdiy proiils rise or fall, a.nd vvh\ roiits in 
one (uamt-rv vary so ^^’I’tsaAly in amonnt a.t diitm’ent- times 
a.nd in diderent planes. This book, theri'lons w‘ill prtd.)a!}ly 
he more in (.('resting' than (he la.st>, hi'eausi^ in it ((nestion.s 
will he ilisenssi'd of i.lu'[i;Tea.{i‘st pratd.ieal imporiama; we 
shail ha.ve oi’isision t.o show Imw wa^;‘i'it and prodU; an* 
alfeol.i'd hy Hindi eoinhinn-tions asHtrikes, a,ml how industry 
is itdliK'neod hy tin^ ditron'iit tenuri'S id’ huul whieh I'xist 
in dirien'ntm’oliul.rii'S; (in' suhje.ets dismissed w’ilh in taet, 
luiviM'ijua.l int.eri'st for tlu^ pldla-nthropist and the t.radt'r; 
for rmnedii's will he suy’ui'este.tl for alleviating tlu' povt'ils 
F. M» 


nonji n 
on. I, 

/>hitnfni 
tioii i*/ 
u'i'tilth, 




98 


The distri' 
hut ion of 
'U'ealth iin- 
jpUes pro- 
perty, 


Manual of Political Eco nomy. 


ctnd is af¬ 
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ferent laws 
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of the poor; and the causes upon denpiid tl^- 

perity of trade will be explained. depena the pro&- 

Distribution of wealth implies the idea of property If 
there were no property, or, in other words, if no indi^dua-l 
possessed anjdhmg which he could claim as his own, 
there conld of course_ he no distribution of wealth. E v jry 
one would then obtam,_either by chance or by force the 
food and other necessaries which minister to the Wants of 
fe. It IS impossible for property to exist until society 

o[?anised for the fundamental idea involved in propert? 

IS this, that those who own the proioertv i-i-T *+ ^ 

right, ,,Hch will be enforced by tL SSt nca‘ o? 

kw implies that a people composing a state or a nation 
will exercise a combined power to make individuals regu¬ 
late their conduct according to certain rules termed lawe 
bimh combined, action constitutes the power of govera- 
ment, and the government ceases to exist if it is not able 
to exercise its power and enforce obedience to its iLvs 
A great per ion of the laws of every nation concern pro- 

dfffpf ’ ^ ‘^^S'erent countries and at 

different time.s, and property has rights in one a-e of a 
nations existence fuch it has not in another. ^Before 
the passing of the Act of Emancipation, a negro, if pur¬ 
chased by an English colonist, became as much his pro- 
prty as an article of domestic forniture. In feudal times 
a baron could enforce yamous personal services from those 
who occupied Ins land; they were bound to furnish him 
if he waged war, with a certain number of men, horses' 
and coats of aimour There is, again, the greatest differ¬ 
ence in the control which can he exercised over the dis¬ 
posal of property; for, in England, land can be entailed 
by will, to an unborn child. In France, the 
owner oHand has no power to prevent his children sharino- 
it equally upon Ins death. Then again, property is held 
m-differentways; a great number of individualJformin J 
a company or society may he the joint owners of propeidy 
Property may be held on lease. In Europe, the land is ' 
chiefly the property of private individuals; whereas in 
India, the bulk of the land is owned by the o’overnment 
1^0 describe the origin of all the 
P^Periy, and the rights'connected there¬ 
with, without writmg the history of each country; but 
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althouo'li it does not pertain to political economy to discuss 
the origin of the laws of inheritance, or of landed tenure, 
yet the production and distribution of wealth are most 
materially influenced by particular laws of inheritance, 
and by different systems of landed tenure; therefore, all 
such influences must be most carefully considered in a 
treatise on political economy. 

It has been remarked that the principles which regu¬ 
late the production of wealth have the character of physical 
laws. The distribution of wealth is much more liable to 
be controlled by the human will. As an instance, nature 
supplies the materials out of which all wealth must be 
crewed; and the kind and amount of the labour which 
must be bestowed upon the raw material when it is con¬ 
verted into some manufactured commodity depends upon 
the properties of the material. Again, the world has been 
so constituted, that every country possesses land of various 
deo-rees of fertility; from this circumstance we deduced 
that important law which was explained in the last book, 
and which affirms that the cost of agricultural produce 
has a tendency to increase as the demand for it advances. 
The production of wealth is, therefore, influenced by 
various physical conditions which are independent of 
human agency; but the distribution of wealth is, of course, 
entirely subject to human control. Men may regulate 
the distribution of wealth by any rules or principles of 
their own creation; and it is the purpose of political 
economy to explain the consequences which must follow 
from the rules which may be adopted, or from the prin¬ 
ciples which may be brought into action. It is, for instance, 
quite optional with men whether they allow custom or 
competition to regulate the distribution of wealth, but it 
is not optional with them to control the effects which 
follow when a particular custom has been adopted, or 
when competition has regulated a transaction. In England 
competition is far more active than in almost any other- 
country, and, therefore, many of the practical conclusions 
of political economy must be somewhat modified before 
they are applied to other countries, where, perhaps, custom 
is far more powerful than competition. In England com¬ 
petition regulates the rent of land; but in many parts of 
Italy, according to an invariable custom, metayer rents are 
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paid, or, in othor "words, ono-lialf tire prodnco is given Iof 
the use of the land. In England, again, the produce of 
the land is shared amongst three classes—the landlords 
farmers, and labourers j but throughout the greater part of 
the world the produce is shared only amongst two classes 
the landlords and farmers being combined in one, like 
the ancient freeholders of England; or the farmers and 
labourers are merged into one class, like the miserable 
cottiers of Ireland. On the continent of Europe peasant 
proprietors are very numerous, and in these cases the in¬ 
dividual owns the land, cultivates it himself, and likewise 
provides the capital. It will be necessary to trace the con¬ 
sequences which arise from these various arrangements. 

The greatest inequalities of wealth are sure to foliow ' 
the institution of private property; and the wealthier a 
country is, the more striking is the contrast between 
the wealth and the poverty which have throughout the 
history of the world accompanied each other. Various 
schemes have been propounded with the view of causincr 
the wealth which is produced to be distributed more equi- * 
tably; but if the State confiscated the property of every 
individual in England to-morrow, accumulated the whole 
wealth of the country in one great fund, and divided all 
the land equally amongst the inhabitants, there would 
gradually arise the same inequalities of wealth which exist 
at the present time. The industrious would soon obtain 
those portions of wealth which were allotted in. this na¬ 
tional distribution to those who were indolent and defi- 
■ cient in industrial capacity. Men are differently endowed 
by nature, and those who possessed strength and ability 
would soon become -wealthy, and those who were less strong 
and less able would quickly return to comparative poverty 
If, therefore, private property is permitted, and if men can 
indisputably claim as their own the wealth which is dis¬ 
tributed to them as the reward of their labour, there must 
result great inequalities of wealth. And these inequalities 
will be increased if a person is allowed to devise his pro¬ 
perty by will; for a man who has already a great deal of 
property of his own .may have left to him the property 
possessed by four or five other wealthy individuals. 

Benevolent men, deeply impressed with the widespread 
poverty which prevails even in the most wealthy countries. 



PrvUiuinitrjf JU'nutrks tni 


fell 


hav(^. |)prt‘('iviMl (hnt, r.urh f.'ival- UH'qti.'llific-.; uf 

wealUi ruusi. aJwa-v^^ if ili<’ |>ri\ n( piixal*' pro 

periy a,n^ IViM.^ly [xa'inithal ; and, <’nn:.f'<|Uiat{I\. philau 
ibropisis hmi fiM’iptmlly pr«aupl«Ml in advHi’atr 

SchoilK'S of S()(*ial lild in whirU pri\a!r piuiH-if)- . hall nnt 
exint, hnl. a.ll (hn wtsallh of I ha a<unninni{ v ahall In- 
in coniiunn. ''rhis in llu' fundninantal idra whadi ha. 
HU^ifgnstad aoaialisin. No philanl hfupi:,|a ha\t' r\rr h« i-n 
more nnpnpula.r iJmn (In* :.<jriaii J; huf unn'h td' ih * aufi 
pathy ia no dniihl, dtia to t.ho poptilar tomr th.ai a rioa 
iniudsf. IS a.nxi<)tis (o limit tin* I'ljdda nf privafo |ntsprH\ 
by nit'a.us of whohs’iab' nontlanatiou, Simh a rhai n*, Inav 
(‘vor, is (‘xlrrnndy unjnsf., Wlnm auniali an ha » 
adiciinplntl, t’hn prtj|)('i‘{,y upon whinh tho *-\prumont ha; 
bean. luadi* lias b(*rn fairly ami b“ptlmafr|y uhfaim'd. 
The so(‘ia.lisl.s may havt* hrj*a miatahrn thoon.nhot b-t 
us nut d(\'d harshly with thmm ddioy ha\o tj'ton m.ido 
noble sarrifuM'S in iU'dor fo hattb* ay^ain.l yp'«*al tirfho!'. 
in dm stat.«‘ of sueioty; thoy hau' stuurtimr; rf'fa ird 
gn^ai pra.r{.iea>l guiahand fho {‘\p«’rimrnt;; tin*) mad'-*,r\rn 
wlnm |.li(‘y have boon unsunuosatuh aro :dua\,- VMntbv n|" 
aih'.ntivt* ndlortinn. 

Sorialimiu as lirst- propoundod hy tUvrn an*! Idaui- i, 
|)ruposud tbal. a. sori«‘iy liviu;* luyrilna’ :.lnadd hao* all 
the ^V('aJ(.h that was prtHlin'o<h A numhm- <0' fhinnls . 
wovdd, a<Tordino to fldis s<’homr, !i\r ts»''ofh«j- tm fin- 
sa,im‘, turms a.s (hr iinlividtial mmdH'rs of a m do loonU. 
When a la.mily srttlr;s in thr barhwn*Hi-i of (tmudo. « orh 
inembrr of thr family labours on flial uoih f'« uhn-h ho 
or slir may la^ brat suitod, In .-.urh a oa-.o thr hdHair 
of em‘b rrmlrrs somr asiaafama* to all thr lo-.p ;umI !h« n 
the results of tin* la.b(mr of thr uholo family -.haird 
in (H)inmon, Surh a, snrirf\, !n»ur\or, ran tudv br L* pi 
togrihrr by tin* strong ti("i of family atiminm; and if i-i 
manifrstly impra^dleablr, in tbo pro..ont .-.latr of 
t.o inaintaau a-similar union bi*t\\ron ar\rral di’>timi, bum 
.Although thr diiru'tdtit'o whirh oppo-.o atsriali'.m niav 
1)0 pa.t<‘nt to all, yet* It is wtdl to (mu stlrr sonn* of thr 
rvits whlrh rommunism r.erha to rrnn*dv« In a. statr of 
soeiidy likt^ our tnvig estnldislnal tm the Imnia of pri\ntr 
j)rop(*rtymivm*vthiiig tends to hrmjdt*ti thr diaadumtag/ 'i 
vvliieh nsmlt from {aunparativt* drtrrta in iuiltual r-ndow 
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luents. _1 lie strong arid able are permitted throudi life to 
appropnato to themselves a 1 the iruits of their own laboui', 
and the weak and less nblc are_ constantly, as it were, 
home down in the struggle. .Bnt m order to remedy these 
evils by any lorin ol socialism, an amount of virtue is ro- 
(luirod whicli is rarely possessed at the present time Tlir> 
utmost self-dciiiial and tlio widest charity will also Ibe 
neodod ; iii I'act, men must bccomo a hioiicr or, lor of 
beings befmv (hey will work through life^ not for tliO 
beiiclit ol- thcinselvos bu lor the purpose of contributing" 
tbeir labour to ho advantage ol the community to which 
they belong homo nt (ho practical difficultie.( liowever. 
liero suggcstcil wore -partly obviated in two systems of 
nuKlibed sncuUism wlncli wore .propounded with grea-fc 
ability by ht. hunoi. ami fourier, wlio both proposed that 
U.e enjoymout ol private property should not bo altogether 

St. Himou’s Kihi-me was si)(.cla,lly intended to provido 
soiiic macliimuy :lo_r tin; arrangenieut of the labour in a 
socialistic society, lor without some snob arrangement all 
would be Ill con iisiou; there would be no security that 
ludivKluals woiili be employed on the labour for which 
they wore best alia,ptm , and every one would bo anxiouB 
to avoid all (lisa.greea,blo work. ht. himou, therefore, pro- 
po.sed tliat duels ol the eoimnuinty should be appointed, 
who sbould eipiitably distribute tlio labour whicli had to 
be iiorlonned, and should also deti'nuiiio who were to be 
ordinary lahoure.rs, and wlm were 'to ho skilled artisans" 
Xhese clue s not only distrihiited tlio lahour, hut also 
distributed lie results o( (he labour; they allotted to each 
mdivK ual tlic_ share o( the wea,|tli -to which they consi¬ 
dered he was lairly entitled ; and tlie share which an indi¬ 
vidual thus obta,iued he was permitted to enjoy as lii.s own 
pnvalie proper(,y. But nothing ea,ii be more iinpraeticahlo 
than this sclicme, mile,ss tlmre should ba,ppcn to bo such a 
marked distinction between the individual members oftho 
commuuit-y audits diiefs that the right oftho chiefs to 
dictate and to govern could not he disputed. The Jesuit 
nussionarie.s established such a eunmiunity with great 
success in .famguay ; but between tlieso .missionaries and 
the comn-nimty they c.oiiirolled, thoro was the difforenc© 
which distiiigiushos eivilisatiuu Iruiu hurharism. But no 




'PrdImuMrii llemurh 

body of nu'U \\uu,!,il tnvr mti .on! to d-h oM- Im itriy nf’d 
tkliV {1 h’ iHtWrT:. uliodt V...u!d " 

subju,<»a.i.t^ ihair own iiidi\iiltialily ; and Sf.SintMin .ni, i u t* 
if ii nllnviatol |H>\nrl\. wntdyl infindiin»' I'u! , |.-i 

man and wnitinn aiv in a [dtalda 4alr <»! nnj'itaoj u 
they ar(‘ uni hnn ir*nhMi>.n t!in talnini n|»»ni tthalt 

,should (‘in|dny ilndr nina'u.v. 

Tli(^ sclaann i>r<»jH);.t’d lt\ hhairini \\j nnu-h d.d 

fully dnsii^'iind ; lu‘ inlmdrfl fhal ■< ; 

shn'nld (‘nnsi.si(d‘ ahntd yn(H) |h-i .m vJo. 'l^.tud d - 
il('d nil {I a({narn h'o*',un sd y^riamd; n^n i 

privnbn. pi’njHU'iy, but nllowrd ia'«p‘ ib\ t » |.u 
iidna'ilia.nrn. bAs'ry inrudni* uf lid'* rHitimnnity WMidd 

r(»(u'iv('Ui ctn’inin rtanuiH'iofiuu, it lo" u« 4 *ib.' 

to work. Konrinr alau ivts^ypd'.rd fhr fdatyi mI (Uijdtal 
1 m‘. nnva.rdnd ; IdaM’diiuntnuty WfUr fMjnlunrd a It j-l*n 
coinpaiiiy (■<» pmdttnr woallln and nn<n a nrrtoiu * 
oonsith'i’t'd lus-fsoiiry In oUpjHUI ld»% liad lu ol.i'Uf.d f > 
cv(‘ry iudividtsal, Ihn rnunuidun, {nndtinr v.a-ar'.aifd . 
:rowa.nl fnr Inbtntr, rapitaL and {ah*nf, Tin" adnunr.fj r- 
of iJiia diviainii nf (In* pr«>tlurr \\;v. anan;.‘*-d b;^ Ues- b? ; * 
of ih(MM)nunuuily ant’ordin;* tn tb«' tulhtuion; pb»n d'l 
IndtouiHM*:'; worn dividrd iufn fin*** d? Imri :■! {■a ;*; , 

niarknd dinnrniU* ntaiidarda uf alall and i.ihni. n.iid sK» 
IxuniiunraJann rmniu'd by f aidi m| |h? ! ; * '.'O . i 'u 

a.tU’.ordiitij; in a, I i\nd piupuHiim. d'h*- ptUaulo iia ' < 
wdiiali a worktaau wna adinitfnd* d*‘fMniiin‘d by fb* 
Vob‘nf luH fnlluw'Unrkua-n ; {Innu uo - fUtuntin** ’* “I ii 

bonr, bni mti iannmtituly liviny; il wa*! af-u piupM's^d. 

for ihn HuJiiMtf tsnnioinyn tbaf nanb bunil\ 'Jonibi lta*u if') 
Ht^])Hra.ii'. aparlnnuilH in fln^:.unit^ blnok td btiiMnn.;- Tl*- 
lirsi oltjnaiion thal will piubaldy bu unnlu tu fbr. . in i i- 
Ls tho ftllowiiit^: vnry '‘ftuu tin* tiidin-tiv <4 a ♦*»tn 

uiuniiy woidd bo dtxdmvod by i!i iioinla oi 
(‘xoriion m imiuHnwaryy if n !i\nlilni“d wnir nlwayi in 
sunal I, it iluKSi* who did ind work. llm . 

objtu'iitai niiiy bo broiiijid nyyiiind nitr bnui Iitw avdum, ^ 
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j placed, and the chiefs of a commimitj 

' .J—^ 1701110 occupy a position most difficult to maintain, for n 

man IS most jealous of any interference ifith the details of 
his daily life. Again, if such a community were pros¬ 
perous, and if -wealth \vere more equally distributed than 
in the present state of society, all the members of the 
community would be sufficiently well off to marry at an 
early age; the result would be, a rapid increase of popu¬ 
lation; the land possessed by the community would soon 
become not sufficient to supply the increased population 
with food; food would become imtch more expensive, and 
there would soon arise poverty and distress. We believe 
that all such schemes of socialism mnst entirely fail, if, in 
own, they attempt to displace a state 
of society based on private property. It is, however, ad¬ 
visable to dlucle to the principal socialistic schemes, be¬ 
cause, at dirierent times, they have excited great interest, 
and the speculations of the authors of these schemes are 
deserving of^ much careful attention. The difficulties 
which we believe will oppose the success of socialism have 
not been pointed out in a spirit of antagonism. A. social¬ 
istic experiment may he made without inflicting the 
slightest loss or injury upon any but those who "Voluntarily 
take part in it. It is quite possible that such an experi- 
ment would dispel many of those objections which before-^ 
hand appear most formidable. Such an experiment ought 
then to be welcomed and not opposed, for socialism has 
always been mainly prompted by a desire to alleviate 
the poverty which presses so heavily upon a large portion 
of mankind. 

been careful to point out that the socialistic 
contrasfed ^^bemes to wliicli the attention of the reader has been 
withami- directed were voluntary organizations. This constitutes 
^soclSmi ^ their chief claims to favourable consideration. If 
the pioperty upon which a socialistic experiment is made 
IS fairly acquired, and if all those who join in the experi- 
naent do so entirely of their own free will, no injustice is 
inflicted on any one, and although the scheme may fail, 
yet it may be fruitful of good by suggesting the adoptioii 
01 new social and economic arrangements. For instance, 
in onr own country, various socialistic experiments were 
I made by Eobert Owen. None of these obtained any per- 
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pulyion is afforded_by our Poor-Law system, for it confers 
upon every individual _ a legal claim for maintenance- 
11 a mail refuses to mamtam lumself by Hs own labour, 
he call claim parochial relief, or, in other words, he 
compel people to keep him whether they wish to do so 

' 1 «■ ®^ chapter discuss tliC 

general eftects produced by the Poor-Law. We havo 
relcrrcd to tlie subject here, because it affords an example 
ol tlie piiwtical adoption of the socialistic principle by UrO 
btatc. _ Not oidyhp a powerful encouragement already 
hecii given to socialisiii hy tlie State, hut many who would 
be loiemost m their deiuuiciatioiis of socialism are coii“ 
stantly bringing forward iiroposals which would extend 
the itilluenco of socialism in its_ most mischievous form-, 
Ihus it IS not uiifro([ueiitly said, that parochial relief 
ought to he granted on more easy and liberal terms, 
but It such a suggestion wore carried out, it is evident 
tliat an m(.!roased uiducemout would be offered to people 
to depend upon society rather than upon their own efforts 
i'ui iiiaiiilKuiaiict^, and thus the socialistic influence exor¬ 
cised hy tiic Pour-.Law would bo greatly extended. " A-H 
tUiothcr illustration, it may be mentioned that an increas¬ 
ing numhor of people are now urging the adoption of 
a general system of free primary education. It is, how¬ 
ever, obvious that a new and important recognition would 
1)C given to socialism, if the entire expense of educating- 
cliildreii were transferred from the parent to the Stato. 
If such a transfer were sanctioned, it might afford a pro- 
cedent for transferring the entire burden of maintaimug 
children from tlieir parents to the State. 

Nothing seems to be a more marked tendency of tlio 
present day than the growing inclination there is to seek 
the intervention ol the State in matters which before 
were left to individual efitort. This reliance upon tlio 
Stato^ may be regarded as an essential characteristic of 
socialism in its present phase, and we shall have occasion 
to describe the important economic inflrrence which may 
ho_ epreised hy such an application of the socialistic 
principle. Thus .in discussing the subject of the nation¬ 
alization of the land, it will be shown that this is jnBb 
such an application of the socialistic principle as that to 
which we are now referring. Nationalization of the land 
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W E have described the requisites of production to be 
three: land, labour, and capital. Since, therefore, 
land, labour, and capital are essential to the production of 
wealth, it is natural to suppose that the wealth which is 
produced ouglit to be possessed by those who own the 
land, labour, and capital which have resjoectively contri¬ 
buted to its production. The share of wealth which is thus 
allotted to the possessor of the land is termed rent; the 
portion allotted to the labourer is termed wages, and the 
remuneration of the capitalist is termed profit. The remu¬ 
neration therefore received in the form of rent, wages, and 
profits represents the three distinct claims which indi¬ 
viduals have upon any wealth which is produced. Having 
pointed out that wealth is distributed between rent, wages, 
and profits, we must proceed to enunciate the laws which 
regulate the comparative amounts of rent, wages, and 
profits. In different countries these relative amounts vary 
greatly; for instance, rents are much higher in England 
than in Australia, and wages are much lower in the one 
country than in the other. The rate of profit is also much 
greater in Australia than in England. In Australia, ten 
per cent, may be obtained on the security of a freehold 
mortgage, whereas in England a similar investment will 
not yield more than five per cent. Without, therefore, 
enquiring whether Australia is more productive of wealth 
than England, it is very important to establish principles 
which will explain why wealth is so very differently dis¬ 
tributed in the two countries. Other countries present 
equally striking points of difference. 

It has been shown that wealth is distributed in three 
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shares, namely, rent, "wages, 'and profits: because land, 
labour, and capital are essential to the production of 
■wealth; and rent, ■wages, and profits represent the service 
■which has been rendered by each of those agents of pro¬ 
duction. It must not be supposed that rent, wages, and 
profits are always received by distinct individuals. In 
England, as a general rule, there are these three distinct 
classes of recipients, who are respectively named land¬ 
lords,^ labourers, and employers. The landlord seldom 
supplies either capital or labour; the capital is advanced 
by the employer; and the labourer has very rarely 
any capital invested in the industry upon which hc» i's 
employed. But the economic condition of England dif¬ 
fers, in this respect, more widely from other''couid'.ri(vs 
than is usually supposed; in fact, it is rather the oxcxiption 
than the rule, that wealth should be distributed in tlic form 
of rent, wages, and profits, amongst distinct and separate 
classes of individuals. In the south of France, in Italy, in 
Flanders, and in other parts of the continent, peasant'pro¬ 
prietors occupy a great portion of the land. It is intended 
to signify, by a peasant proprietor, a man who cultivatc.s a 
small quantity of land which is hi.s own property; he liim- 
.self supplying all the labour and capital which are reejuired. 
In such a case, the produce is not distributed into rent, 
wages, and profits, for one individual is entitled to all tlu'. 
produce "which is raised, since he owns tlie land, and. has 
also contributed the labour and capital. Although thcj 
whole produce is as it were heaped together, without being 
divided into three portions corresponding to rent, wag(ss, 
and profitis, yet the remuneration obtained by tlm peasant 
proprietor is composed of three distinct parts. Th'e,se arc 
combined, but they may bo separately esti,mated in t:,lKi 
following manner. If the land cultivated by the peasant 
proprietor was not his own property, he would be obliged 
to pay a certain rent for its use. A portion of the pro¬ 
duce, therefore, equal in value to the amount wliich would 
be thus paid represents the rent. Again, if the capital 
employed by the peasant proprietor was borrowed from 
some one else, a payment must he made for the loan, and 
tlierefore a portion of the produce equal in value to such a 
payment indicates the prolitj which is a fair remuneratioxi 
lor the capital which the »peasant proprietor employs. 
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Again, the portion of the produce which represents wages 
may bo ascertained by estimating the wages which would 
have_ to be paid if the peasant proprietor, instead of 
working himself, cultivated Ins land with hired labour. 
Such an estimate as that we have just indicated is often 
of great practical importance. The comparative advan¬ 
tages and di.sadvantages of farming by jieasant proprietors 
liavo long been keenly disputed. In order to clecido this 
important (question, we must pursue the following method. 
Froru the whole produce which is raised upon"” the laud 
cultivated by a peasant proprietor, there mu.st in the first 
place be deducted .in amount winch I'ojn'escnts the rent 
this Land would pay; there must also ' bo deducted a 
certain amount for labour and capital, and if a surplus 
remains, it will represent the advantage of farming- hy 
peasant pi-()priet()rs. We sluill, in anotlier clmpter, have 
occasion to oula,rgb on this sulject. 

A great poiI,ion. of the land of India is occupied, not by 
peasant proprioturs, but by peasn,ut cultivators. Tlie land 
i.s gmierally owin.-d by the govenmumt. The peasa.nt cul- 
tivators <)t(,eu rout from the gOTermuont a sJiia.II portion of ■ 
land, wliicl) tiny can cultivate witli thoir own labour and ! 
capital. Monustimes the govenmumt grants the land at a 
fnxed rental to individiiabs who occu'py tho positiou of 
middle-men, and who nslet the land to']>('aK;uit cultivators, 
band which is cidtivaittnl by sliwos is m .-iin anoinalou.s 
position, for in this case it would app(!a,r lba,t Ibti wliole 
produce is shared between rent and capitaJ, since the 
shives must be icgardod as a^ portion ol tbe slaivo-ownor^s 
capitaJ, just in the sanie manner as the horses whicli plon<rh 
our own soil are a iiorlbm of an J^nglish ra,rm(!r’.s capital. 
The slaves do not receive a,ny wages; they cannot aneumu- 
lato wealth, they have none ol tho riglits ol property 
The slaves are fed, jt is true; but so aro f,ho liorw's fed 
Ihe ecoiioiuic condition of a. slave country dilfers so much 
from other countries that wo must discuss some of the 
economic aspects of slavery iu a separaln chapter. 

Ihe reader may i‘ema,rk tliat in. tho g('nin,‘ail ol).se.rvattions 
made iu this cluxptor on the distribution of wiailth we 
have only consideml agricultural produce. 'J.'his lias h(,jon 
done becau.se similar although somowliat more (!onip]icato(.l 
laws regulate the distribution of tho wealth which is 
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createdl>yinannfa.ctu)‘iii,<»* industry. AW ilio inati(a-ials ui)on 
which iTniruxfjicturiiig itidusl.ry is onvployxMl ar(^ products 
obtained from tlie land. Tlins, wool is an n-rticle of agri¬ 
cultural produce. Wlion wool is woven into cloth, it is 
rendered much more valtiable. How, then, is this wealth 
distrilmtetl whud^^ added to the wo<)n)y iih'inufa-td.uriiig' 
it into cloth,? Wool, annl such otina* raw niatco’ijds of 
uianutacturiiig industry, are purchasiMl hy the'. jna,nul;uv 
turcr, and hecorno a portion of Iris capital, and ilu.^ wcnlili 
produced hy nriiiiithctii^ imhisi.ry is linally distrihulxul 
between. ca.])ital aaid lal)<)iir; in fant, irhoiH'. a<rt^ (avo distri¬ 
butions. Idle raw produce, or, nion^ correctly, the money 
with which, the ’inanufantvirer purchasers this raav prodmu^, 
is distributed in a siinila,r inanner to other agricultural 
produce; after this ra.w material, has hecui. manufant.uiHul, 
anotlicr distribution talci'.s phun'. between the Jalxiur and 
the capital wliich ha,ve he(ni employed in the production 
of the manufactured (snnmoditn's. 

Wlien it is statcul (liat w('nlth, is distrilxuted in the form 
of rent, wages, an<I '(iroliliS, il, must not ho supposed tliat 
the labour which has (lir('cdly eontrihn^^^ to the ]n*oduc- 
tioii of tlui wealtli is alone rcuiivineratcKl Bivfore agricul¬ 
tural produce is brought in the ma.rk(d;, lli(‘. industry of 
many (ither hihouno’s has Ixs'ii e.alhul in luisides those wdio 
arc actually working on the (arm, all of whom will receive 
a certain shart', of llu', pi-odiuu'. in ilui form (d wages. .A 
fexmor may (un.})l()y bargi'nicm to i.alce his wheat liy (ijinal 
to a pairtieidax nuirkuh'-, hut tlu'.s('. haiigxuiu'u must ]h\ paid 
wages, just in ilu^ sa;nu'. way a,s lahour(*rs who nro ('in- 
ployed on the farm. .Aga,in, a fajanc'r may Join, with oilu'rs 
to pay lal)our(WH for hiH'.ping tlie roads in a [U'oper sl.a.te. 
of repair; from him, also, an^ h'vied ixih's which main¬ 
tain a police'. (^siu,l)lislnu(mi», conshhu'esl mv'.essaay to mnl<(‘. 
property seumiu. We shall ,luu*eaftcu“ (‘tuiuini 'on, wlmm 
these horde,ns fall. 

TIh^ a,mount which in, any particular ca,S(', the landlord, 
capitalisi,, or lahourin' receives is ixgulatcKl (.Mtluu; liy com¬ 
petition or hy custom, in. rdmost (wery e.aso competition 
and custom exorcise a joint infhu'uct^; l)ut competition 
not unfrcupicmtly ants so much, morc^ powc'.rfully tha.u 
custom, tliat it may he virtually ugaraled as the sole 
determining cause. It is impossible to enumerate all 
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the important customs which influence various trades, hut 
it will be necessary to trace the effect of customs more 
wide and constant in their operation, such, for instance, 
as those which regulate the rent of land. The'metayer 
rents which exist in many continental counti-ies may be 
quoted as an example of one of these customs; for where 
this tenure prevails the rents paid for the use of the land 
are always equivalent to a fixed portion of tho produce. 
This portion is generally one-half 

It may, however, be remarked that as a nation advances 
in industrial enterprise all her commercial transactions are 
more completely regulated by competition. There cannot 
be activity of trade without a keen desire for gain; but 
such a feeling indicates the spirit of competition, for in 
business men compete with each other with tho view of 
securing the greatest possible gain. It is, however, im¬ 
portant to present competition in a somewhat different 
aspect; for the manner in which it has been hero, de.scribcd 
may very possibly encourage the widespread error that 
Avith it there is associated something almost criminal. 
Many Avho profess to be social philosoplrers attach to com¬ 
petition the stigma of selfish greed. Tho poverty of the 
poor is often attributed to it; but we shall have reason to 
show that it is no enemy to the Avorking-clas.ses. Without 
it, their poverty would be rendered doubly severci; for it 
is an active spirit of competition which maintains the 
capital from which the wages of the labourers are paid. 
Competition befriends the working-classe.s in otln.'r re¬ 
spects; it cheapens commodities, and ensures lluit the 
maximum of wages shall always be paid. Conqustiiiou 
is not confined to one class; it may be as rife among 
buyers as among sellers, or among the employers as 
among the employed. Individuals who have goods to 
sell are anxious to realise as large profits as possible ; l)ut 
when there is competition, a trader cannot bo paid more 
than what is termed a fair price for his goods, because if 
he attempts to obtain more than the ordinary price he 
will be undersold by other traders. When buyers compete 
with each other they are anxious to secure the gr(;al,(wt 
gains, or, in other words, to buy upon the licst pcjssihlc 
terms; and thus, when buyers are each intent o.u pur¬ 
chasing on the most favourable terms, a commodil,y is 
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sure to realise what it is worth. It therefore follow^ that 
if on the one hand competition prevents a trader obtain¬ 
ing exceptionally high profits; on the other hand, it 
ensures to him a fair price for his goods. Some, per¬ 
haps, may think it -unfortunate that employers, stimu¬ 
lated by a desire to realise the largest gains, should 
seek to engage their labourers on the lowest possible 
terms. But such conduct upon the part of the employers 
inflicts no injury upon the labourers; for whenever there 
is activity of competition, an individual manufacturer or 
trader is as powerless to get labourers to work for him 
at less than the ordinary wages as he would be to buy 
cotton at a cheaper rate than his fellow-manufacturers. 
The price of cotton is maintained because there are those 
who are anxious to purchase it; the rate of wages is 
also maintained by those who ate anxious to purchase 
labour. Competition, consequently, exerts no tendency 
to reduce profits or wages; the tendency is rather one 
of equalisation. 

Competition acts with far greater force in some coun¬ 
tries than in others. In England the commercial spirit is 
so acti^^e that we are liable to forget that in some coun¬ 
tries various transactions, such as the renting of land, tlie 
hiring of labour, and the sale of commodities are regu¬ 
lated by custom to a far greater extent than by com¬ 
petition. 

It has been often remarked that all men are more or 
less the slaves of habit. Every nation has some customs 
which become, as it were, engrafted on its existence; 
customs, which in their origin were perhaps purely social, 
have in many cases, after a certain lapse of time, pro¬ 
duced effects of great pecuniary consequence. In this 
way the results whicli would ensue if competition freely 
operated are often interfered with; for men not unfre- 
quently pay the most implicit obedience to a custom, 
even when they are not bound to do so by law. It has 
already been stated that, in parts of the continent^ the 
landlord uniformly receives as a rent onedialf the produce 
of the land ; he never thinks of asking more or less, 
although his land might very likely yield him a larger 
income if it were let to the tenant who consented to 
pay the highest rent for it. In many professions the 
F. M. I 
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charges made are absolutely fixed by custom. -La-wyers 
and physicians do not adjust their charges like ordiraarv’ 
traders; the charges are regulated by the custom of 
profession. Equally rigid customs affect many classes of 
labourers; artisans in particular trades must serve a fixed 
term of apprenticeship, and the wages received are often 
determined by customs which, though perhaps mof so 
rigidly observed as some others, yet are frequently 
easily modified. 

Having, therefore, shown that the distribution of Wealth 
may be primarily classified into rent, wages, and profits, 
we shall, in the first place, explain how the amount wliich 
is received in the form of rent, wages, and profits is deter¬ 
mined when regulated by competition; and wo shall tlien, 
secondly, proceed to explain the different results wKich 
follow, when the distribution of wealth is affected by such 
customs as those which have just been indicated. 
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fertility situated at a short distance from some large 
centre of population. The relative rents, therefore, which 
are paid for different farms are determined by fertility 
of soil and by convenience of situation. It will be gene¬ 
rally admitted that the value of land depends upon 
the two causes we have just mentioned, but the im¬ 
portant question to answer is this: Can we obtain an 
index to the amount of rent which land can afford to 
pay at any particular time ? The object we have in 
view in the present chapter is to supply an answer to 
' this question. 

In every country there is the greatest variety in the 
productiveness of the landhigh rents are paid for the 
use of some land, whereas other land not far distant 
may be too poor to be cultivated. Let it be supposed that 
there are two farms which are rented at different rates; 
the one farm is rented more highly than the other be¬ 
cause its soil is more fertile or its situation more con¬ 
venient, and the difference in the rents paid by these 
two farms would indicate the pecuniary value of the 
superior productiveness of the one farm over the other. 
There may be another tract of land so poor that, if cul¬ 
tivated at all, it could only bear a nominal rent; for land 
will only pay a nominal rent when the produce raised 
from it is no more than sufficient to return the average 
rate of profit upon the capital spent in its cultivation. 
If we compare such barren land with land which pays 
a considerable rent, then, as we have just remarked, the 
difference in the pecuniary value of the superior produc¬ 
tiveness of this better land may be measured by the differ¬ 
ence in the rents paid by the good and barren land 
respectively. But this difference is denoted by the whole 
rent paid by the good land, since the rent of the poor land 
is assumed to be merely nominal ,* or, expressing this in 
other words, it may be stated, that the rent of land re¬ 
presents the pecuniary value of the advantages which 
such land possesses over the worst land in cultivation, the 
rent which this worse land yields being merely nominal in 
amount. 


^ The value wHcli land receives from these tvo causes, viz. fertility 
of the soil and convenience of situation -will throughout be designated by 
the word “ productive.” Yide pages 47, 48. 
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Tlie proposition wliich has just been enunciated, and j 
the simple reasoning by which it has been established, 
may he regarded as a statement and a proof of Kicaxdo’s 
celebrated theory of rent. The theory, as here expounded, 
may appear so simple, nay, perhaps, so obvious, that 
our readers will not readily appreciate its importance,^ 
nor will they perhaps believe that the theory itself 
has been warmly controverted by eminent men. It will 
be advisable to consider the ordinary objections iirged 
against the theory, for we shall be able thus still farther 
to elucidate it, and these objections will afford an ^^ppi'O- 
priate example of the popular prejudice which so fre¬ 
quently attempts to discredit the conclusions of science. 
One of the recent attacks on Eicardo’s theory may be 
found in some prefatory remarks by the late Dr. Whewell, 
prefixed to a 'Collection of Some Fragmentary Tracts 
on Political Economy, by Mr. Jones Dx\ Whewell 
objects to Eicardo’s theory because the rent of land is, 
over the greater portion of the world, controlled by 
custom; and even in England, where land is let by com¬ 
petition, Dr. Whewell maintains that this theory is never 
employed to settle the rents that are paid; he therefore 
znade two specific allegations: his first position is, that 
the theoiy is of comparatively little value because of its 
limited application, and, secondly, that it can bo of 
no practical importance even in the exceptional causes 
where it may be regarded as capable of a practical appli¬ 
cation. In this chapter wo shall confine our attention to 
the last of these allegations; the modifications wliich the 
theory requires, when rents are fixed by custom and not 
by competition, will be considered in another chapter. 
No one can reasonably suppose that Eicardo, or any of 
those who adopt this theory, imagine tliat a land-steward 
avails himself of this theory when he is fixing the rent of 
any particular land. No farmer when about to rent a 
farm asks himself, Wha,t is the value of this farm above 
the worst land in cultivation? But these considerations 
do not afford any valid objections against the theory; it 
might as well be said that the laws of digestion and 
respiration are not worth explaining, because no one 

^ Mr. Jones was Professor of Political Economy at the lato East India 
■Company’s Gollego at Haileybnry. 
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thinks of these laws when he eats or breathes. Although 
men of business do not use a theory of rent, and may 
have never heard the name of such a theory, yet uncon¬ 
sciously they follow the theory; and the theory will ex¬ 
plain the practical consequences connected with the rent¬ 
ing of land, as completely as if all who were engaged in 
such business transactions were political economists of the 
true Ricardian tjipe. The point, therefore, to be deter¬ 
mined is, not whether the theory is used, but whether the 
theory is^ universally true when rents are determined by 
competition. Let us again expound the theory; and we 
think it will be admitted that each of the positions which 
it assumes is incontrovertible. It cannot be denied that 
the land of each country varies so greatly in productive¬ 
ness, that there always exists some land which is either so 
barren or so disadvantageously situated that it is just on 
the margin of cultivation, and can only j)ay a nominal 
rent. Land which is more productive will pay a rent, 
and such rent must represent the difference in the value 
between this better land and that land which is so baiTcn 
that it can only pay a nominal rent. But this value is 
represented by the difference in the nett produce obtained 
from the two lands in question, and hence the rent of any 
particular land may be estimated as the difference be¬ 
tween the amount which it produces and the amount of 
produce raised from the worst land in cultivation. This 
IS the ordinary enunciation of Ricardo’s theory; the terms 
however in which this enunciation is expressed require 
some explanation. In the first place, it should be re- 
m^ked that nett produce, not gross produce, is meant. 

making this distinction may bo illus¬ 
trated by an example. Let us, for instance, suppose that 
there me two farmers, A and B, and that one of these, A, 
occupies a much more productive farm than the other, B. 
JN ow the gross produce of a farm is the whole produce 
which IS raised from it, without deducting the expenses of 
cultivation. But the surplus produce which remains to 
the farmer cannot be ascertained until from this gross 
produce are deducted all the expenses connected with tlie 
farm A certain sum must also be deducted as interest 
lor the capital invested in the farm, and the farmer should 
also estimate his own labour of superintendence at a 
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certain pecuniary amount. All these deductions may be “• 

reo-arded as forming in the aggregate the cost of cultiva- -—-- 

tion; and when such deductions have been made, the 
produce which remains is the nett produce; or, in other 
Wds, the nett produce is obtained by deducting the cost 
of raising the produce from the pecuniary value of this 
produce. If, therefore, it were ascertained that the nett 
inoduce of A’s farm exceeded by 1 ,OOOZ. the bett produce 
of B’s farm, it is manifest that A would be able to pay 
1 ,OOOL more rent than B. If B’s farm was so poor that 
he obtained it at a merely nominal rent, the amount of 
its nett produce would be also nominal. But it may be 
said. If such were the case, B would not continue to cul¬ 
tivate the farm; this, however, need not be so, because 
it has been supposed that the nett produce is that which 
remains, after every expense connected with the farm has 
been paid, and after an adequate remuneration has been 
given to the farmer for his own labour and for the use of 
his capital; therefore, it would answer B’s purpose to cul¬ 
tivate his farm, although the nett produce was merely 
nominal, if he could obtain the farm at a nominal rent. 

But, since we have supposed that the nett produce of A’s 
farm exceeds by 1 , 000 Z. the nett produce of B’s farm, A 
would be able to pay this 1,000?. as rent, and, therefore, 
the rent of any land is the difference between its nett 
produce and the nett produce of land which pays a merely 
nominal rent. Moreover, we shall proceed to show that 
this amount of rent, namely 1,000?., which from theoretic^ 
considerations we have proved that A is able to pay, will 
be apoproximately the rent which is actually paid if land 
is let by open competition. Experience proves that men 
are satisfied to continue in business if they can realise the 
current rate of profit upon their capital, and also obtain 
a certain remuneration for their own risk and trouble. 

Let it be supposed that A’s landlord demands from him 
a rent of 1,000?.—^this sum representing in value the nett 
produce of the farm—the profits he obtained upon his 
farm would still be sufficient to induce him to continue 
his business. If, however, he were called upon to pay 
a greater rent than this, say 1 , 500 ?., a year, his profits 
would be so diminished that he would not be able to obtain 
the same return for his capital as if it were invested in 


The theo¬ 
retical re¬ 
sult coin¬ 
cides with, 
the prac¬ 
tical result, 
assuming 
freedom of 
competi¬ 
tion* 



Manual of Political Economy, 

THaii!’ other business. He -would virtually lose by farxnina- 

'—because he could make more of his money if ^^tberwise 
invested; and no class of traders will continue a 
when it becomes comparatively unremunerative. 
landlord would therefore be powerless to obtain frotia A a 
rent much exceeding l.OOOZ, But there is a further' ques- 
tion: What would prevent the farmer paying a less rent 
than IjOOOZ., say a rent of 700Z. ? This would certainly 
be prevented by the competition of others anxious to 
engage in farming operations. Those who had a practical 
knowledge of farming would be able to calculate -with 
considerable exactness what would be the nett pi'oduce 
on As farm, and they would thus know that if A was only 
paying a rent of 700Z, a year, that he -was paying SOOL 
a year less than might be paid, with ^ re^i^lisation of a 
fair profit to the farmer. Others would come forward and 
offer a higher rent for the farm, and A would consequently 
bo obliged to leave the farm or else pay a higher ren-t. 

It is, therefore, no exaggeration to say that when land 
is freely competed for, rents are approximately adjusted, 
according to Ricardo’s theory. We say appro^^iimately,’’ 
because there is a certain margin of yariation for which 
allowance ought always to be made. Thus, two land- 
agents may differently value the nett produce of a farm. 
A landlord, rather than lose an old tenant, may often 
continue to receive less rent from him than a jxew tenant 
would he willing to pay; hut in such a case competition is 
to a certain extent interfered with by the feelings which 
arise from afiection and old association. Ricardo’s tlieory 
is strictly true upon the supposition that there is free 
competition, and in practical life the results which may he 
deduced from the theory really occur in proportion to the 
extent to which com23etition acts without interference from 

JUustm- other disturbing agencies. It is no uncommon, thing to 

aZ^l'Zv. revolve in an ellipse, 

and yet the earth never does so move, it oscillates from 
one side to the other of this ellijose in oonscciuence of the 
disturbing force of each planet’s attraction. For many of 
the practical purposes of astronomy, it may be stated with 
sufficient exactness that the orbit of tfie earth is a true 
ellipse; and just in a similar way, in a country such as 
England, competition is so much more powerful than any 
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of the other motives which inilTience tlie adjustment of 
rents, that it will be sufficiently exact to affirm that the 
rents which are actually paid are those which would be 
deduced from Eicardo’s theory. In some cases, however, 
other motives, which may he regarded as antagonistic to 
fi*ee competition, assume so much importance that they 
must be specially considered. 

It will much assist clearness of conception, if we employ 
some technical language to describe the terms of Ricardo’s 
theory. This theory implies that in any given condition 
of a country there is some land which “will just pay for 
- cultivation if it is let at a nominal rent. Thus, as it were, 
a margin of cultivation is marked, below which the cul¬ 
tivation of land cannot descend, unless some circumstances 
should occur which should either induce men to be satis¬ 
fied with smaller profits, or should increase the productive¬ 
ness of land ; it must be borne in mind that there are two 
ways in which the productiveness of land may be increased; 
in the first place, a larger demand for agricultural produce 
may raise its value, and, in the second place, agricultural 
imjorovements may cause a greater amount of produce to 
be obtained from the soil. In the example which we have 
employed, it has been supposed that this margin of culti¬ 
vation has been denoted by the farm occupied by B; for 
the produce which- is raised from this farm only suffices 
to^ pay the expenses of cultivation, and to return li a 
fair remuneration for his capital and for Iiis personal 
exertions. ^ Tinder these conditions the land will pay no 
rent. Various circumstances, however, may occur which 
will enable rent to be obtained from this land, or, in 
other words, would cause the margin of cxiltivation to 
descend. Let us, therefore, enquire into some of those 
circumstances.- 
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continue their business unless their profits were verj muclx 
more than ten per cent But in England five per cent, can 
scarcely he obtained on a freehold mortgage, and a trader 
would be perfectly satisfied with his business if a profit of 
ten per cent, were realised on the capital invested in it. 
We shall hereafter enquire into the causes wliich in’oducc 
these great variations in the rate of profit in different 
countries. In Holland a still lower rate of profit prevails 
than in England. ^ Let it be assumed that in this respect 
England became like Holland, and that the English would 
be satisfied with a rate of profit so reduced that they would 
lend money to their government, as the Dutch have done, 
at the small intei’est of two per cent. If such a chano*e 
occurred, men of business in England would be satisfied 
with a smaller profit than they are now, and would be 
ready to invest their capital in businesses which would 
produce them a lower rate of profit. But such a change 
would at once affect the margin of cultivation. Before 
the change occurred, no worse land is brought under tilla<yG 
than that which is cultivated by B, because, although Tie 
pays only a nominal rent for his land, yet he cannot do 
more than realise a certain profit upon his capital, say a 
profit of ten per cent.; and it is assumed that with a less 
profit than this, men of Business will not be satisfied. But 
when the change we have supposed has taken place, a 
lower rate of profit will prevail throughout the country 
and men ^11 now be satisfied with a smaller profit, licnc^ 
worse land than that which was before cultivated by B 
would return sufficient to give that lower rate of profit 
with which men are now supposed to be satisfied. The 
margin of cultivation would therefore descend, the land 
occupied by B would cease to be the worst under culti- 
vation; and this land, instead of paying a nominal rent 
would uow yield . rent whiok migV be'eslimXd by 
difference between its nett produce and the nett produce of 
the inferior land wbich bas, been brought under cultivatin-n 
in consequence of the reduction in the general rite of pS ' 
It is, berefore, manifest that such a reduction in theS^c: 
ral rate of profit would cause the rent of all land to^rise 
Australia will one day offer a striking example of a rise 
m the rent of land, caused in the manner we haye kst 
described. The great inequality, in the rates of profit 
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current in. England and Australia cannot permanently 
continue; and when profits in Austi-alia are reduced to 
what they are in England, a vastly increased area of land 
.will be brought under cultivation in Australia; the margin 
of cultivation will rapidly descend, and the rent of land 
will be greatly increased. 

We will now discuss some of the other causes which may 
affect the rent of land. The productiveness of land has 
already been much increased, and is perhaps destined still 
farther to be increased, by improved-implements. Confi¬ 
dent predictions have been made by competent persons 
that steam cultivation will materially diminish the cost of 
tillage. If this be the case, the nett produce of every farm, 
as we have defined it, will be greatly increased, and, there¬ 
fore, rents will as a consequence rise from this diminution 
in the expense of cultivation. But when rents rise, the 
margin of cultivation will descend; for if the cost of 
cultivation is diminished by steam machinery, land may 
be profitably cultivated which before would not pay the 
expenses of tillage. The farmers, therefore, will ultimately 
receive no special advantage from the introduction of 
improvements in the method of cultivation. Temporarily 
they may be benefited; for those who first avail them¬ 
selves of the improved machinery may for a long time 
continue to derive an important advantage, because, until 
the machinery has been generally introduced, rentKS will 
not be raised. Ultimately, however, the whole of the 
advantage will be absorbed by the landlords; for if the 
expenses of cultivation are diminished, the farmers will 
be able to pay a higher rent, and the competition of capi¬ 
tal will render it impossible to resist the increase of rent. 
We have purposely said that the landlords, and not the 
farmers, will derive a special advantage, because, in one 
sense, the farmers, conjointly with every other class in tlic 
community, will be benefited, since, if the expenses of 
cultivation are diminished, the cost of production is dimi¬ 
nished, and, therefore, food will he cheapened. The effect 
which may be thus produced hy cheapening food, at once 
suggests questions of the greatest importance. These, 
however, we must reserve until we treat of exchange, in 
the next division of the subject. 

We will here take the opportunity of remarking that 
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we have as yet said nothing about the value of those 
shares into which any wealth which is produced may Tbe 
distiibuted. -Ml such questions with regard to value can¬ 
not be appropriately considered until we treat of exchan o'e. 
When, til erefore^ in this chapter we have alluded to parti¬ 
cular circumstances which will increase rents, we attribute, 
the increase not to any rise in the price of agricultural 
produce, but we refer the increased rent entirely to a 
diffeient distribution of the produce of the land, more 
advantageous to the landlord. Thus the distribution will 
be changed in the following manner, when the use of 
improved implements diminishes the expense of culti¬ 
vation : the profits of the farmer and the wages of his 
labourers will remain as they were before; but the land¬ 
lord will receiTe,_ in addition to the rent whicli is pre¬ 
viously paid to him, all that is saved in the expense ofi 
cultivation. It is very important to bear this in mind ' 
because a confusion may arise very embarrassing to the 
reader; for in popular phraseology rents are often said 
to rise without any alteration in the relative amounts 
received by those classes amongst whom the produce of 
the land may be distributed. If, for example, a landlord’s 
rent is a certain portion of the produce of the land, then 
his rent is said to rise if anything should occur to in¬ 
crease the value of this produce. Before the Tithe Com¬ 
mutation Act was passed, the tithe was a rent-cliarge 
amounting to one-tenth of the produce. If it had not 
been for this commutation, tithes at the present day 
would be increased by two distinct causes; for, in the 

fbf obtained from 

the fond, the tithe would be increased in quantity; and 

ifo if the tithe were not increased in quantity 

its amount would be increased if there had been an 
augmentation in the value of agricultural produce But 
we must postpone considering an increase of rent which is 
represented, not by a larger amount of produce, but by a . 

SSrLbL^T discussing tlie 

distribution of wealth we must suppose that rent profits 

and w^es are receded in kind. Distribution is concerned 

ra^itado^Tf regulate the absolute and relative 

magnitude of those portions into which wealth is dis¬ 
tributed; and It belongs to the subject of exchange to 
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examine the causes ■which determine the value of an 
individual’s share of the profits derived from some indus¬ 
trial source, such as a farm or manufactory. 

Eeturning, no-w, to those causes -which affect rents 
in the sense just described, it becomes obvious, _ after 
what has been stated with regard to improved machinery, lower rents. 
^ that rents must be increased by any circumstance which 
diminishes the expense of cultivation; and, conversely, 
rents must be diminished, if the expenses of cultiva¬ 
tion should be augmented. Such an augmentation will, 
in all probability, be caused in a few years by a rise in 
the wages of agricultural labourersh Agricultural labour- Hisc of 
ers in this country have long been worse paid than any 
other labourers. Each year, however, inany influences titml let- 
are brought more powerfully into operation, which will Um-ers. 
tend to remove such inequalities in the remuneration 
‘ of different classes of labourers. Increased education will 
make those employed in agriculture more keenly desirous 
to sell their labour on the best possible terms. The 
rapid extension of our railway system enables labourers 
to pass easily from one district to another. Emigration 
has already materially raised the general rate of wages 
throughout the country; and the influence thus produced 
by einigi’ation is probably destined to be much more 
strikingly exhibited. But if labourers receive higher 
wages, or, in other words, an increased share of the aggre¬ 
gate produce, there will be a smaller remainder left to be 
. distributed between rent and profits. It is of course here 
assumed that the productiveness of land, labour, and 
capital remains unchanged. If the rise in wages is 
accompanied with no reduction in the general rate of 
profit throughout the country, then^ rents must suffer. 

This is sure to be the case if the rise in wages is not 
general, but is confined to agricultural labourers, because, 
under such a supposition, nothing would have occurred to 
affect the general rate of profit in other businesses, and 
therefore, the profits made by farmers cannot continue to 

1 The probable rise in wages here spohen of, has already begun to 
take i 3 lace (1873). Agricultural labourers are beginning to form them¬ 
selves into unions, and the effect which such combinations may, under 
certain circumstances, exert in raising wages will be explained in a subse¬ 
quent chapter which treats of trades’ unions and strikes. 
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win indicate how rents are affected by any chan4 in tte 
economic condition of the country. This tbnn,^ i a 
the rent of any particular land to be the differenee^ftweer. 
Its produce and the produce of the worst land in Z 
vation. Therefore, the important thing to ascertafZ iZ 
whether the margin of cultivation has or has not descm^ed' 
If, for instance, the wages of agricultural labourers wZre 
materially to increase, without any alteration in the value 
of agricultural produce, and without the introduction of 
improved methods of tillage, much of the land which is 
now cultivated would cease to return any profit- +>ie 
margin of cultivation would ascend, and there would he a 
general fall in rents. In this sense, therefore, the interest 
of the landlord is opposed to that of the labourer a Ziu 
if the general rate of profit throughout the eountrv We 
to rise, the profit realised by farmers would also rise"^ TTie 
poorest land in cultivation would not yield to the farmen 
this increased rate of profit. This worst land, therefore 
wou d cease to be _ cultivated, the margin of cultivation 
would ascend, and in this case, also, the rent of land would 
be reduced, A nse, therefore, in the rate of profit or in 
the rate of wages, unless accompanied by some counter¬ 
acting circumstances, will cause rents to .decline Hence 
i* appear that the interest of the landlord is opposed’ 
to that of the labourer and the capitalist. This condusion 
has been the source of much of the opposition expressed 
towards Ricardo s theory. But it is difficult to understand 
why such a conclusion should be regarded as so verw 
objectionable. If the produce of the land is distributed 
amongst rents, wages, and profits, it is obvious that the 
more there is allotted to labour the less there will remain 
to be appropriated as rent. The opposition of interest in- 
tended to be expressed by Ricardo, does not imply that 
the interests of any one class are opposed to the general 
:welfare of the country, for all the three classes may parti¬ 
cipate^ m any general improvement. Thus, if an increased 
quantity of produce is obtained from the land, there will 
be more to be distributed, and rents, wages, and profits 
may be simultaneously increased. The opposition of in¬ 
terest which we have spoken of only refers to variations in 
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the relatiye magnitude of those portions or shares into 
which wealth is distributed. 

The rent of land is, however, far more powerfully af¬ 
fected by an increase or decrease of population than by any 
other circumstance. Within a comparatively short period 
the population of Great Britain has increased 25 per cent. 
This implies that at least 25 per cent, more food is re¬ 
quired. Let us for a moment consider what would occur 
if this increased supply of food had been obtained from our 
own soil. In the first place, more land must be brought 
under cultivation; the farmer would be remunerated for 
cultivating this worse land by a rise in the price of food. 
The margin of cultivation would thus be greatly lowered, 
the rent of all land would therefore be greatly increased ; 
the farmers would be able to pay these higher rents, be¬ 
cause the price of agricultural produce had risen. It 
'therefore appears that a very considerable rise, both in the 
rent of land and in the price of food, must have inevitably 
accompanied this increase in our population. The rise in 
the rent of land would, under such circumstances, be as¬ 
sisted by two distinct causes: in the first place, rents if 
received in kind would be increased, because the margin 
of cultivation has descended, and the produce thus received 
as rent would have been rendered more valuable in conse¬ 
quence of the rise in the price of food. But this rise in rent 
and in the price of food has been, to some extent, pre¬ 
vented, because a considerable portion of the additional 
food required for the increasing population of this country 
has been supplied by the vast importations of corn which 
have taken place since the removal of protective duties. 
There has, during the last ten years, been an average 
annual importation of 5,000,000 quarters of grain. Al¬ 
though rents would be far higher than they are now if we 
had been restricted to our own soil for the additional 
supplies of food required, yet if we now travel through the 
country, we observe tracts of highly cultivated land which 
a few years since were open downs. A considerable por¬ 
tion of Salisbury Plain is now covered with comparatively 
luxuriant crops; but the cultivation of such land affords 
most unmistakeable evidence of the rise in the rent of 
land which has occurred during the last few years. 

The remarks which have been made in this chapter on 
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the subject of rent would seem to indicate that the rerih 
any particular soil depends upon its natural pi'odiicti"^^”" 
ness. But the value of land is rarely due entirelv ta 
natural productiveness; little of the land which is now ctil- 
tivated would be as productive as it is, unless capital 
been speift upon it. The fens of Lincolnshire and Ca-^" 
bridgeshire were once worthless swamps, but drainao-e bas 
now converted these fens into most valuable arable leiXid, 
In such a case, it would appear that the rent whicb is 
paid is almost entirely due to the capital which has been 
spent on these improvements. Hence this important ques¬ 
tion is suggested: Ought we to consider as rent the addi¬ 
tional price which is paid for the use of land when its pro¬ 
ductiveness is increased by an outlay of capital on draii^^^e 
and other such improvements ? The rent of land the pro¬ 
ductiveness of which has been artificially created, differs 
in no single respect from the rent of land the productive¬ 
ness of which has been chiefly derived from unassisted 
nature; and the amount of rent which is paid in these 
two cases is determined by the same causes. The farmer 
who cultivates a reclaimed fen, can afford to pay in rent 
just so much produce as is left to him, after all the ex¬ 
penses of his farm have been paid, and he has himself 
been reimbursed for his own labour and capital. He pays 
rent because he is allowed to cultivate a productive soff 
and it is a matter of no concern to him whether the pro¬ 
ductiveness of the soil is due to natural or artificial causes. 
A portion of rent, therefore, may generally be considered 
to represent a return to capital which has been spent in 
improving the land. And thus rent, though generally 
paid in one slim to the same individual, is almost invari¬ 
ably made up of two distinct components which represent 
different claims, or, perhaps, more properly, different kinds 
of ownership in the soil. This may be readily shown by 
an example of frequent occurrence. By a recent Act of 
Parliament, the owner of even a life-interest in landed 
property is enabled to borrow money to be spent in dra^in- 
age or other permanent improvements, such as the con¬ 
struction of better farm-huildings. The company or society 
who lends the money is guaranteed repayment by a rent- 
charge upon the land for a certain number of years. Tbis 
rent-charge at the present time is usually six per cent, of 
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the n^riey lent, to be annually paid for twenty-two years. 
The tenants, who receive the first immediate advantages 
of these improvements, gladly allow this rent-charge to be 
added to the rents which they previously paid; and, in this 
manner, their rents are composed of two portions, one of 
which is paid for the use of the land, and the other is paid 
as a return to the capital which has been expended in 
improvements, A nobleman, whose family have been long 
embarrassed, and whose estates have been consequently 
much neglected, has, in this manner, within the last few 
years spent 70,000Z. in improving his estates. The whole of 
this sum has been borrowed upon the conditions above 
described. The advantages which have resulted from this 
expenditure have been so great and so immediate that 
the tenants can afford to have their rents increased by a 
much greater amount than the rent-charge of 6 per cent., 
guaranteed to the company which has lent the money. 
The landlord therefore does not, even in the first instance, 
incur any pecuniary sacrifice for these improvements, but, 
on the contrary, he at once obtains an increase of rent, 
and after the twenty-two years have elapsed he is able to 
appropriate to himself the entire benefits which arise from 
this improvement in his land. It seems difficult to explain 
why landlords who have not capital of their own do not 
more largely avail themselves of the great facilities which 
are offered to them for obtaining the requisite capital to 
improve their estates. In no epoch, probably, has the land 
of England been so greatly improved as during the last 
few years; but, nevertheless, in every county of England 
many important agricultural improvements, such as drain¬ 
age axid the construction of better farm buildings, still re¬ 
quire the expenditure of a considerable amount of capital, 
to which not only a large prospective but even a large 
immediate profit would be returned. 

From Ricardo’s theory of rent there can be deduced the 
very important proposition, that i*ent is not an element of 
the cost of obtaining agricultural produce. A no less 
eminent 'writer than the late Mr. Buckle has assured his 
readers that the proposition just stated can only bo grasped 
by a comprehensive thinker; we, however, believe that it 
may be made very intelligible by a simple exposition.! If 
rent is not an element of cost of production, food would 
F. M. ^ 1£ 
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be no cheaper if all land were arbitrarily made rent free- 
Let us, therefore, inquire if this would be the case 'W® 
have frequently stated in this chapter that there is always 
some land in cultivation so poor that it can only afford *0 
pay a nominal rent,_the produce it yields being no more 
than sufficient to reimburse the espenses of cultivation 

Let us now suppose that all land is made rent free*by 
an arbitrary edict of the Government. Such an act o£ 
spoliation, although it would unjustly interfere with -pro¬ 
perty, would not cause any diminution in the consumption 
of food; the same quantity of agricultural produce vmnld 
be required as before; the same area of land would there¬ 
fore have to be cultivated. That land would consequently 
stiU require to be tilled which previously only paid a, 
nominal rent; but if food was rendered cheaper, toy 
making land rent free, this land, which before ordy paid 
a nominal rent, would be cultivated at a loss. No pemon, 
however, will continue to apply his labour and capital 
if he does not obtain in return the ordinary rate of profit, 
and, therefore, if food became cheaper, such as we 
have just described would cease to be cultivated; but this 
cannot be, because the demand of the country for food is 
such that the produce which this land yields cannot he 
dispensed with. It is therefore manifest that food would 
not become cheaper, even if land were'made rent free. 
Rent consequently is not an element in the cost of pro¬ 
duction. The value of food is, ccateris paribus, determined 
by the demand for it, because the demand for food rocr-u— 
lates the margin of cultivation, frithough the paymorrt 
of rent does not influence the cost of producing food, 
yet the amount of rent paid indicates the position°of the 
margin of cultivation, and the value of food must rise as 
this margin of cultivation descends. 

It has afready been remarked that Ricardo’s theory im¬ 
plies activity of competition. In many countries, howe-wer-, 
this activity of competition does not exist, but is interfered 
with by various customs. We shall in succeeding chapters 
describe many of the various land tenures which exist in 
different countries, and we shall be thus led to consider 
whether the conclusions deduced from Ricardo’s theory 
^■pply iio those countries, such as India, where the tenure 
and the reut of land are influenced by various causes 
besides activity of competition. 
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I T las been impossible to expound tbe general laws of 
rent without mentioning the other two portions into 
which wealth is distributed; namely, wages and profits. 
But, as yet, we have not examined the laws which regu¬ 
late wages and profits; it will therefore be convenient in 
the first place to devote a chapter to the subject of wages; 
we shall then consider profits; and when we have thus 
completed an examination of the laws concerning rent, 
wages, and profits, we shall be in a position more clearly 
to understand some special but important questions con¬ 
cerning the distribution of wealth* 

In previous chapters it has been shown that capital is 
the fund from which labour is remunerated. It thus be¬ 
comes obvious that wages in the aggregate depend upon 
a ratio between capital and population. If the number of 
the labouring population remain stationary, wages cannot 
rise, unless the capital of the country is increased ; but if, 
on the other hand, there is an increase in the number of 
the labouring population unaccompanied by any augmen¬ 
tation in the capital of the country, then wages must 
decline. The truths which have been just stated are in 
popular language expressed somewhat differently, for wages 
are commonly said to he regulated by supply and de¬ 
mand. We shall he able to show that this means the same 
thing; hut ^ supply and demand^ is one of those hackneyed 
phrases not unfrequently employed by those who have 
no accurate knowledge of political economy. Let us, in 
the first place, inquire what is the meaning of the ex¬ 
pressions demand for labour’ and ^supply of labour.’ 
A demand for labour can only be caused by those who have 
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the means of remunerating the labourer. But the rernti" 

; neration -whicli is intended to be given to the labourer 
capital; therefore those only can exert a demamd^ for 
labour who can apply capital for the remuneratiorr of 
labour, and the greater the amount of capital to be a"P“ 
plied in this manner, the greater wUl be the demand, for 
labour; it therefore appears that the expression ‘ dema»<i 
: for labour’ may be replaced by some such phrase"" sus 
I ‘ capital seeking to be devoted to the employment of 
labour.’ Again, supply of labour may be estimated "bT 
S the number of those who are anxious to labour; eonse- 
^ quently an increase in the supply of labour is equivalent 
; in its meaning to an increase in the number of the labour- 
I ing population. When, therefore, we say that wacres 
I depend on the ratio between capital and population 
I state the same principle as those who affirm that wao-es 
j are regulated by demand and supply. This latter mode^ of 
I expressing the principle is not incorrect, but the words 
j demand and supply convey no definite meaning, whereas 
i every law concerning wages must be deduced from the 
fundamental conception of a ratio between capital and 
population. 

The law just stated goes no farther than to indicate tihe 
source from which wages are suppHed; this law affirms 
that wages cannot generally rise or fall, unless the capital 
j or population of the' country is either increased or de- 
i creased. This law also indicates the only means by whicli 
I the material condition of the labouring classes mav be 
I improved. Few questions have a more practical or press- 
ing importance. The middle and upper classes profess 
I a philanthropic feeling towards the poor, and express an 
I anxious hope that their poveiiy may be alleviated. Let 
j us endeavour to understand the true causes of poverty^ 

’ with the -view of turning this sympathy to some practical 
■ purpose. When regret is felt that an agricultural labourer 
I only earns nine shillings a week, care should be taken 
clearly to comprehend the reason why his wages are so 
low. In no country has capital increased so rapidly as 
; it has in England during the last few years; the” ex— 

! tension of our commerce and the increase of our national 
j wealth have been quite unprecedented. Numberless 
i statistics may be quoted, each of which would prove a 
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wondrous development of our commerce and trade. In 
twelve years, from 1849 to 1861, our exports advanced 
from 60,000,000^. to 120,000,000?., and our imports in tlie 
same period nearly doubled. This increase in our trade 
has continued up to tlie present time, and our exports 
now considerably exceed 200,000,000?. per annum. But 
this increase of national prosperity has as yet effected no 
corresponding improvement in the condition of the labour¬ 
ing classes. In some branches of industry there has been 
no doubt a very considerable advance in wages; many 
classes of workmen, however, have only been able to 
obtain so slight an increase in their wages as barely to 
compensate them for the greater cost of living consequent 
on the rise in price of so many articles of general con¬ 
sumption. Before the publication of Mr. Brassey’s book on 
Work and Wages, we certainly had supposed that the extra¬ 
ordinary increase in the production of wealth that has taken 
place during the last quarter of a century in our country 
had exercised a more powerful influence tlaan it appears to 
have done in securing for the workman an advance of wages. 
Mr. Brassey has evidently investigated the question with 
great care. His statements may be accepted as perfectly 
accurate, he has in fact had unusual opportunities of ar¬ 
riving at correct conclusions, for he has been able to in¬ 
spect the books, not only of his own firm, but also of many 
other employers. Before attempting to offer a solution of 
what must certainly be regarded as a very perplexing 
problem, it may be well to refer to a few of the instances 
adduced by Mr. Brassey in which there has been either 
no advance in wages, or none at all adequate to compen¬ 
sate the labourer for an augmentation in the cost of living. 
In the Canada Engineering Works at Birkenhead, It] dif¬ 
ferent classes of woi-kmen are employed, such as fitters, 
turners, coppersmiths, &c. Of these 13 classes, 6 were re¬ 
ceiving less wages in 1869 than in 1854, 3 were receiving 
the same, and 4 were receiving somewhat higher wages. 
Thirteen different classes of workmen are enumerated who 
are employed in the Government Dockyard at Sheerness, 
such as shipwrights, caulkers, forgemen, &;c. In 3 of these 
classes only was there any advance in ’wa-ges between 
1849 and 1859, and the advance was only 6d. a day, in 
ho single instance was there any advance at all between. 


BOOK II. 

cir. IV. 


TTVi?/ the 
increase of 
wealth has 
not im-- 
proved 
their coyi- 
dition. 




134 


BOOE II. 
CE. lY, 


Tliein* 
crease in 
loages has 
not been 
pTOjgoTtion- 
ate to the 
mcrease in 
the cost of 
living. 


Manual of JPoUtical Economy, 

1859 and 1869 : -wages -were absolutely stationary thronoj^^. 
out these years. Twenty classes of workmen are 
rated who worked in the private ship-building yards 
the Thames. Although their wages were higher in 
than in 1851, yet in 1869 the advance had been lost, 
they had again fallen to what they were in 1851. 
rise in 1865 was no doubt due to activity of trade eo:ii- 
sequent on the speculative mania which preceded the pa^xii^ 
of 1867- The temporary rise in wages was however dea.j'l-y 
purchased by the workmen, for thousands of them 
thrown out of employment, and reduced to the great^est 
state of distress on the collapse of trade which immediately 
succeeded the panic. Mr. Brassey thinks that the opeir^- 
tives who are employed in the building trades of Lon<lon 
and Manchester have obtained a greater advance in tHoir 
wages than any other worfcmen\ He shows that 
tween 1853 and 1872 wages in the building trade, esti¬ 
mated by the amount paid for an hour's work, have t>y 
steady steps increased by about one-third. This at 
sight appears to indicate a very important augmentation 
in the remuneration of labour. It is however too often 
forgotten that the remuneration of labour cannot be esti¬ 
mated simply by the pecuniary amount of wages, tmt 
must be measured by the purchasing power of these wages. 
Thus wages may advance from 205. to 255. a week, t>iit 
this augmentation of 25 per cent, will leave the laborxnex 
no better off than he was before, if there is at the saaxie 
time a rise of 25 per cent, in the rent of houses, tlie 
price of food, fuel, clothing, and the other items whtich 
constitute the labourer's ordinary expenditure. When de¬ 
scribing the marked advance in the wages of the operatives 
engaged in the building trade, it is incidentally stated 
that the rent of houses has risen in quite as great a ra.*fcio 
as have the wages of the operatives employed in buildixig 
the houses. It is very generally supposed, as will Ine 
shown when we consider the effects produced by the ire- 
cent gold discoveries, that there has been a general rise in 
prices of not less than 30 per cent. Many articles, smch 

^ Durmg the last two years there has been, no doubt, a much greaher 
advance in the wages of colliers, but the recent rapid rise in the price of 
coal has been so sudden that it is impossible to arrive at any ceirfcsLiii 
conclusion as to what will be the future remuneration of the laboxorexs 
employed in coal mines. 
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as coal, meat, buttei', milk, and cheese, have risen in price 
during the last 30 years more than 30 per cent. It would 
therefore seem that even in some of the trades where it 
is assumed that the advance in wages has been most 
marked, the remuneration of the labourer has only been 
slightly augmented. In other trades where wages have 
remained almost stationary, the condition of the labourer 
must have deteriorated pari passu with the increase in 
his cost of living consequent on the greater dearness of 
commodities. With regard to that large class who are 
paid by fixed salaries, such as clerks, porters, policemen, 
railway servants, omnibus and cab drivers, it seems cer¬ 
tain that there has not been a sufficient rise in their re¬ 
muneration during the last 20 years to compensate them 
for the increased cost of living. Such conclusions certainly 
suggest some very serious reflections, for they would seem 
to show that no improvement has been effected in the 
•condition of a large portion of the population by an un¬ 
precedented increase in the production of wealth. No 
subject in the whole range of economic science can bo of 
greater practical interest than to attempt to explain how 
it happens that many labourers do not receive a greater 
remuneration, some of them even receiving less, than they 
received 20 years since, when the trade of the country 
was not half what it is at the present time. 

In accordance with the principle already enunciated, we 
may conclude that in the instances whore the remunera¬ 
tion of the labourers has remained almost stationary, an 
increase in the demand for labour must have been accom¬ 
panied by a nearly corresponding increase in the supply. 
It is important to bear in mind that the supply of labour 
can be increased in two distinct ways. In the first place, 
the number of the labouring population maybe augmented; 
secondly, the invention of new machines and other in¬ 
dustrial improvements may, by economizing labour and 
rendering it more efficient, produce just the same effect 
in increasing its supply as if an addition were made to 
the number of the labouring population. It can be easily 
shown that during the period to which we are now re¬ 
ferring both of these agencies have been in sucli active 
operation that they must have exerted a very considerable 
influence in increasing the supply of labour. With regard 
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to the addition made to the actual number of the laboui- 
iug population, it is scarcely necessary to say that the 
population of the country has been rapidly advancing* 
during the period to which we are now referrino-. It is 
moreover particularly to be borne in mmd that^any in- 
cre^e in the demand for labour is sure in the present 
social condition of the country to call into activity an 
influence which musji ultimately lead to an increase in 
the supply of labour. There is no fact more clearly de¬ 
monstrated by the Returns of the Registrar-General 
that an increase in the number of marriages is the in¬ 
evitable result of an advance in wages. In one of the 
quarterly reports of the Registrar-General the following- 
passage appears, and many similar ones rnight be quoted: 

“ The population engaged in the production of coal and iron 
axe recovenng from depression, and are again marryino- and 
giving in marriage at their usual pace.^* In the Quarterly 
Report just issued (October, 1873) we are told that the pros¬ 
perity of the country is proved by the high marriage-rate 
prevailing. Again in the same report it is inferred from 
the marriage returns, that the prosperity which on the whole 
this country has enjoyed during the last two years, has not 
been diffused amongst all sections of the community, but 
that, speaking generally, it has been experienced princi¬ 
pally in the coal and iron-mining districts; to a less decree 
amongst the population engaged in the cotton and woollen 
manufactures, and very little, if at all, in the purely agri¬ 
cultural parts. It therefore appears to be distinctly proved 
that directly the labourers obtain any advance in wao-es 
they call into operation an influence which sooner or later 
must exert a tendency again to reduce wages. It is, in 
; fact, clearly sho-wn that when wages advance in conse¬ 
quence of an increased demand for labour, the number of 
mamages is sure to increase, and in this way the supply 
of labour is certain to be augmented. It can be easily 
shown from very simple economic considerations that as 
long as an advance in wages stimulates an increase in 
population, not only will it be impossible to maintain a 
permanent augmentation in the remuneration of labour 
but-the condition of the labouring population will very 
pobably deteriorate. 

• Nothing is more certain than that in a comparatively 
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thicldy peopled country such as ours, the value or’cost of 
food is certain to increase if additional supplies are re¬ 
quired for an increasing population. This enhancenient of 
cost may of course be partly counteracted by agricultural 
improvements and by obtaining cheap supplies irorn, 
foreign countries. But after making full allowance for 
improved agriculture, and for the influence exercised by 
the importation of food, it will bo scarcely disputed^ tliat 
the extra demand for many of the commodities of ordinary 
consumption has already produced a marked effect in 
making them rnore expensive. The commodities whicli 
have risen most in price are those which, from their 
perishable nature, can be with difficulty imported, such as 
milk, butter, meat, &c. When an extra demand for a 
commodity has to be satisfied entirely from the resotirces 
of the country itself, a much greater rise in its price 
ensues, as is proved by the extraordinary advancso wliicli 
has taken place in the price of coal It therefore follows 
that the increase in population, which in the present 
social condition of the people in this country is sure to l)e 
stimulated by any advance in wages, rcdxices the remu¬ 
neration of labour in two distinct ways. In the first place, 
an increase in the supply of labour tends to diminish 
wages; in the second place, as population increases, Ibod 
becomes dearer, the cost of living is augmented, and wages 
p)ossess less purchasing power. 

But, as we have before remarked, it is not solely l)y an 
increase of population that the supply of labour is in- 
,creased. If some machine is invented, or sonu'. ncov 
method of carrying on industry is introduccul, which fui- 
ahlos 20 men to do as much work as before was dotu^ by 
100 men, it is obvious that the supply of labour, so i?ir a.s 
a particular trade is concerned, is augmenttid fiv<^-r()l<l. 
Innumorablo instances might bo given in whieffi labour 
has been thus economized to a most remarkahki exiemt. 
In fact, the extraordinary increase in the production of 
wealth, which has characterized the last 20 y(‘ars, would 
Inave been, impossible if industry had been (larritul on witli 
its old appliances. Again, quoting Mr. Brassoy, it appt^ars 
that Mr. Nasmyth, in his evidence boforo the Trades Union 
Commission, stated that by the introduction into Ins work¬ 
shops of selffactiiag tools, ,he able to dispense with all 
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that class of men who depended upon mere dexterity, and he 
reduced the number of men in his employ by fully one half. 

Numerous instances may also be given of the extent to 
which employers are induced to economize labour by the 
introduction of improved industrial processes, when trade 
is unfavourably affected by any such circumstances as a 
deficiency of raw material or a scarcity of labour. Thus 
it is said: ‘^In their gallant struggles in the difficult times 
following the war in America, our manufacturers developed 
the resources of machinery to a greater extent than had 
ever been attempted before, and they suc(|geded in making 
a considerable reduction in the amount of labour em¬ 
ployed.” In consequence of the extremely high wao*es 
which are prevalent in the United States, the Americans 
are far more interested than we are in England in apply- 
mg machinery with the view of saving labour. Machineiy 
IS not <mly far more largely used in agriculture in the 
United States than it is in England, but many of the im¬ 
provements which we have introduced into agricultural 
implements have been obtained from America. We find it 
stated that, '' In the United States the application of labour- 
saving machinery to agricultural operations is increasing* 
every year. The number of patents issued for agricultiiriS 
implements was in 1847, 43; in 18C3, 390; in 1864, 563; 

1778; and in 1867, 1800.’’ It can scarcely be 
doubted that even the comparatively small rise of 2s. or 
os. a week which has taken place in the wages of English 
agricultural labourers since the formation of agricultural 
unions, has already acted as a stimulus to many farmers 
to adopt various means of economizing labour, such as the 
einployment of more machinery. If the supply of agri¬ 
cultural labour in this country should be diminished^ as 
seems not improbable, by a large emigration of agricultural 
labourers, it cannot be doubted that the farmers would be 
^ niake still greater efforts to economize labour 
and thus the rise m wages which would naturally result 
from a diminution in the supply of labour would be to a 
considerable extent counteracted. 

It is made sufficiently clear from such instances as 
those just enumerated, that increased production of 

n-I+K ? fcause a proportionate increase 

m the demand for labour, but, on the contrary, it may 
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rery possibly happen that the discovery of some machine 
or some new industrial process may so ocononiiico the. use 
jf labour as to cause the demand lor labour to dimiuish at 

tliG vory ijiiBG when there is mi iiiC'rtxiHc in tlio |)M)(uictH>u 
of wealth. It is important to hear this in miiul, hecauso 
vye aro too pi'ono to concludo tliat^ every <*la,ss in tin', 
community must immediately pax'ticipatc in tlu^ ^n^a-ten 
prosperity which is supposed necessarily to aruiompany iin 
inci'eased production ol wealth. No doubt tlu^ ooinmu-- 
nity is ultimately benefited by tbo itivention of improvc'd 
Qiachinery, but we imist remember that tlie advautdiL’e 
thus socorod is often accompanied^ by a severe b^ss 'to 
certain classes of labourers. '!.rho inv('.titiou ot new ina,- 
chinery, as we have seen in the case ul: Mr. Nasmyths 
works, may, by cconomi/ing labour, so mueJi diminish 
the demand for labour in a particular tradt^ as to throw j 
many out of employment but this is not alL As pre¬ 
viously p)ointed out, the invemtiou of a now nuuhine. 
generally enables some iiKhistrial, procc'.ss to Ix'. n\<yhani- 
cally performed which before needed manufd skill. A 
class of labourers may thus find that tiny an', suddc'uly 
deprived of the pecuniary advanhige wliich tliey ari^ a,l)lr‘ 
to secure from the possession ol: some particula.r ski 11,^ 
A serious loss may thus bo inllicded on certain (dasses of 
workmen ; they may have to seek, souu' new employimmt 
in which the skill wliioli they posst^ss, adupiired aK.er n- 
longand expensive training, is no longua' of any (.o 
tliem. As an example of the loss which woidumoi may 
thus sufter, wo have seen that Mr. Nasmyl.h was al)h% 
through the introduction of improve',d nuudfuuay, to dis- 
pcnse\vith the labour of all that class of men who di^- 
pended upon more dexterity, and to rediitu^ the numher 
of his men by one halfl Idio men who wen^ thus (lis- 
missed wero of course those wlio wore in recidpt of ilu^ 
higlxcst wages. 

The considerations bore addnciHl are, wo Ixditwt', sufli- 
dent partly to accoxmt for tho fact tluit the imac^aso iti 
the remuneration of labour has not btMux at all propor¬ 
tionate to the increase in national wealth, and that inany 
workmen have scai^ooly participated at all iti what is so 
constaxxtly described as a remarkable growth of xiational 
prosperity. The comparatively small extent , to which it 
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appears tlie labourers have benefited by a 
m the production of wealth is doubtless in a considerable 
degree due to the fact that only a portion of the -w-f^alth 

annually saved or accumulated in England is invptif in 
our own industry. vesceci. xu. 

Our iiational capital maybe regarded as dividprd into * 
two portions, one of which is retained for the maintenance ' 
of home industry; the other portion is exported bezno* 
but to foreign governments, or embarked in voriom ■ 
foreign investments, such as railways, mines, irrie^tioii : 
woiks, etc. All that portion of our national capital wbicli 
IS thus exported exercises no immediate influenop' in 
raising the wages of our own labourers. It is fnr the 

Sent concerned, non¬ 

existent. Too little consideration is generally o-iverx to 

the vast amount of capital which is thus annualfv drSi 

exact amount of this dram, but some idea may be formed 
0 Its magnitude by considering the vast amounts wbicli 
e annuaiy lent by English capitalists to foreign Govern¬ 
ments Almost every country in Europe sptndf m^o 
han its revenue, and the deficiency is to a considerable 
extent supplied by loans raised in England. 

Ifos excessive expenditure was caused by the exam-nle 

lishment^ of the second empire commenced that svstexa 
of nvahy in military armaments which is mainly resnon- 
sible for the great increase in the national debts li almost ^ 
all European countries. It is perfectly weU known TbS 
England supplies a very considerable proportion of the 
bans which are rarned by such countries'as Rus-sia ltSv * 
Turkey, and Egypt This being tho case, we are ^ble S 
form some idea of the extent to which during the last 
- years English capital has been exported, instead of 
being reproductively employed in home mdustry when it 

SsOoUoona^ Russia mm-eased from £100,000,000 to 
£985 500 non froui £30,000,000. to 

fsS’ :•her first foreign loan in 
+if^T’ *hat time by repeatedly borrowing chieflv in 

£92 000 000“ ®he has accumulatid a debt of 

£92,000,000. . Egypt.raised her first foreign Joan in 1862, 



Ill years she. obinintsl four hiaan in iMe^iand. a.n?i 

hov&t in .1870 was XOfMHHhOOn*. Siuc’^^ ihit iniu^ *1m- 

\m been borrowin.ur <»n <'Vini n nit»re aaih' 

A amount of Kn*4'lisli onpilal liao aL't bmi iuvioh -4 
in tlie loanH wiM<’h wrvr raiarti by Amoib-n ibnin;: tio^ 
Oivil Wain A^^aiii, variouM iuOmaiial rut«a pi-.tirli a 
niihvaiys, which ha.vtMlono so inneb to sfininlafr tbr po* 
(liiciion ofw^'nJth in Kniband, ha%'o also r\oiri-.od a pnwri 
fill induonen in <’ausin‘*’ ('apital to bo o\poifi-tt hniu 
Eiyi^la-ial. Thus in a fow y^an's no Iru mnu thau 

Kn^^iiah ('apital was tnvo.fr <1 tn liulnm 
railways. Wo tlH'r<’roro think that tbo i‘unt|tatattul\ 
Binall imu’oasi'which (horo- has boon in tho iomnnoiatlou 
of labour in this country, uhou (vunfKHod \ufh ibo m 
oreaso in h(S'a^n;i(n74\'^ wcailth, may ho paitly arcMuniod 
for by tlio fart- that, only a portion <»f tho wealth p-*'- 
Hossotl by Mn<4’Iaml in inxostcd as «*apital in lio| own 
iiidustry, a'tal it is this port.ion \vhioh cati alono' piudur^' 
any itnmcMliai.o tXfcct. in raiciino tin* wu'op < 4 “ her lai‘r‘nn i -. 
Proha,hly, howevor, the circnniatansa- fbat has hoi tho 
^Toaih.‘s(. (‘ricct in rt'tartlin.if an iucrtoa .c in tlu^ icnnutoia 
tion of laJ)onr is the tact that, wlirmwrr thruc i-. a.n 
a.(lva,ncc in wap;os conssapnoit on a,u inct'o;r.‘*«i d» in jod 
labour, two poWm'fni ititjtnmc«»a arc caafani to b. boot' in 
into opci*n(.iou aypnin to rotlucs^ wtoo". ; |Ar n ho. h*-. n 
shown thai asldiiional way^^s nt»t mdv ..hnntlafo an m 
croasi' of popidatioin hut a):.«s cattoo tlo' ad-pfo«n r*l' \ .uo.h 
iiK'niiis lor (M‘ouond‘/any' labour* 

A,s aJnios’t. tw'cry ipimtioti isuic^nnin;/ v.i. tnt{ 
aiaJcly oonncclotl with, tin- law,, of popnlafo»n, if v. lii b^ 
(l('sirabh» bore to make Nona* ictnoncc |*i !a,.v, , a..nd 

(o tli(‘. dist-iiicidshcd isainomiat b\ whom {hi.-v vos,c hi a 
(‘xpoundiHh Maltlms ounneiniod fhe-.o tawi m bos o« h 
hra.tcd A.s'.vo// iut lun, a woik wbu'h y.nc a m w 

a,spoc(. to du‘ specnlatitnn of puhfu’al *r'on.*nn.f- In 
(his ('ssay tin* restraints ttpon popnlatisui nto cla.'aio fl a-. 
[)osi(.lvc and prcvcnll\c, Poattivo r'lo^ct,a nn pr»pu!afn«n 
an‘j ancordin|.( to Mall bus, oaiuaM ovor whitdi ftit ludttidnal , 
has no (lir«‘ct cotilt'td, such as tin* nnnlabfv aioano h.nu 
ianiim\ tlisishu', or tln^ ravn^va of wnr* hi nil oi^ilio.rd 

^ Tliofin flaunm aro okliaiuirt tmm &tr, tHi4tc¥ Wort on 

Nntuauil 
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countries, a certain number of people are ^restrained from 
early marriages by feelings of prudence, and tberx *th.€ 
popxilation is kept down % wbat Maltbus called a pre¬ 
ventive check. Malthus examines the social condition oi 
each country, with the view of ascertaining whether pre¬ 
ventive or positive checks are most efficient in restraining* 
their population. The description which from this point 
of view he gives of the most important countries maT 
still read with great interest. His entire essay is most 
suggestive, and the time which has elapsed since its first 
appearance at the commencement of the present century, 
has detracted little from its value or importance. ^ 

It is quite evident that population must be restrained 
by some check, for if all married when they arrived at 
maturity, this earth would not merely fail to feed but 
would scarcely even offer standing-room for the countless ' 
millions that would be born. This may be exemplified by ' 
an illustration from natural history: Hhe elephant is 
reckoned the slowest breeder of all known animals and I 
have taken some pains to estimate its probable minimum 
rate of increase. It will be under the mark to assume 
that it breeds when thirty years old, and goes on breeding 
until ninety years old, bringing forth three pairs of younx^y 
m this interval. If this be so, at the. end of the fifth 
century there would be alive fifteen million elephants 
descended from the first pairV It is stated in Prof! 
Caime s Essays that the population of Ireland more than 
doubled itself in the thirty-eight years between 1767 and I 
1805 . The population of a country, under favourable 
circumstances, has been known to double in a period of 
twenty years, and so great is the power of man’s multipli-' 
cation, that the world might soon he far more densely 
populated than it is now, by the progeny of a single pair 
it none of these positive or preventive checks which aofc in 
various countries were brought into operation. It is the 
opinion of Malthus, that throughout the East, and formerly 
in most European countries, the population has been ‘ 
restrained by such poptive checks as famines, destructive 
wars, negligent rearing of children, and the unskilful 
treatment of terrible diseases, not unfrequently caused by 

^ Daxwin, ‘ Origin of Species.’ 

“ ‘Political Essays,’ by Prof. J. E. Caimes. 
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iiu insuliiciency of food, and which oftc'.n appc^aiHid in ilu^ tu 

form of periodic plagues. In almont every (^<nmt.ry tlussi'. 
checks still operate, but with much h^ss powi'rful (‘dec'l.. In 
England, for instance, there is a great mortaJiiy amongHt 
the children of the poor, whid) is no doubt ehitdly due t,o 
the xinfiivoiirablo dretimstances in which ilu\y liv(\ In 
many districts one luilf of the diildreu belotiging (o ilu' 
poorer classes die before ih(‘y are live yimrs ohL In some 
European co\intries, popida/tion is nsslraimal by law. In 
Norway, no couple is allowiul to marry until it (%aii ht' 
proved that tlu‘. man and wihi posH('HH jointly a. <’ertuin 
amount of moiny. In other couutrii's, prmhmt-inl lei‘b> 
iugs, which almost amount to a gemca'a! cuslom, prevent 
early marriages, a.nd in this manmu* n\siraiu popuhdimu 
In some of the Swiss (aiutons, a ma.n ra.ndy nuuah^H ladbrc' 
he is thirty, nor docs a woivmn nnuay before h1u‘, is (ivi* - 
and-twenty. 

Ill some ex(*,e])tionaI casiss, the condition of iht' laJumr- 
ing classes may for a time sufler no deUu'ioration, although 
neither positive nor preventive duudes on population anMU 
very active operatium Jn a new colony with a hea.hhy eli^ 
mate, and a grt'af hrcaulth of fm'tih^^ a,ml nimeeupiiMl lamb 
population niay for a time eontinm^ to ('Xpaml with sca.r<’ely 
any let or lumlranee; but in a country lik<^ ICugininb if (Im 
population weixj not reslraJmal hy soim^ <*h<a*ks, tJu* lahour. 
market would soon Ina^ome so riulundant that tln^ labourer 
would he nnluced to ahj(a^t jiovmty ami nuNiny, ’‘I'lie rnufanm! 
iniddlo and upper classes ilisplay, as a. gimeral rule, <nm‘> 
sulcrabhj prudc'.nee: they do not oftmi marry nnl<‘SH they 
have a n^asonahle prosptud of Ixdng abh‘= to bring up a 
family in a state of social (U)mfort, simila-r to that, to whieh 
they tlKansdves luivo lH‘eii necusioimith thit the la^ 
bourevs, who form tlu^, majority of tlu^. populathm, are but 
slightly Induenced by sueh cauliouH foreHight, ,Kven a 
trilling temporary improvtmumt in tludr material pn«a 
perity aet;s as a powerful impidse to imlma^ thmn to 
marry; for it is a dcniouHtratod stalistieid fact., that the 
number of marriages invariably incveasiss with tln^ ileidim^ 
in the prie.c ol bread. As pnwiously remarked ilu^ rt^ptirta 
ol the rigistrar-gcncral prove that if any jmrticular branch 
of industry becomes prosperous, there Is iimnediabdy an 
increase in the number of marriages among thoBo who are 
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employed in it. In the case of the labouring classes, 
dence is in a great ^ de^ee replaced by other restraints 
upon population, which indicate' a state of society deeply 
to be deplored. Of the children belonging to the nppex* 
and middle classes, only twenty per cent, die before tlie 
age of five. This proportion is more than doubled in tjb<f 
case of children belonging to the labouring classes. Tliis 
great mortality amongst poor children is caused by neg¬ 
lect, by want of proper food, and by unwholesome dwell¬ 
ings ; sometimes the parents are too poor to rear their 
children properly, but too frequently the premature death, 
of children is due to drunkenness and other excesses of 
which their parents are guilty. If, therefore, the chil¬ 
dren of the poor had during the last ten years been- 
treated with proper cai-e, there would be in this country 
at the present time, 1,150,000 more children than are 
now living. In this manner the supply of labour may 
be vastly increased. And yet, if any faith is placed in' 
the progressive improvement of the people, it must be' 
believed that the check upon population just noticed so 
replete^ with misery, and associated with so much human 
depravity, will be gradually weakened. But if this be 
so, then it becomes of paramount importance that the 
labouring classes should, with regard to marriage, exhibit 
prudence; for if increased prudence is not exercised 
when these positive checks-upon population are removed' 
the labour-market will be so over-supplied, that the mate- 
rial condition of the labourer must rapidly deteriorate. 

One check upon population, whidi has not yet been 
referred to, has relieved this country of much surplus ^ 
laoour and has been peculiarly beneficial in all its other 
consequences. During the last few years, there has been 
a large emigration from Great Biitain to the United 
btates, and to our various colonies. Between the years 1S4S 
and 1864 the total number of emigrants from the United 
Kingdom was o,350,000. At the present time, 1S74 
emigration IS taking place on a still larger scale: for 
during the last year, no less than 280,000 emigrants left 

emigration, all 
j remained at home to have 

shared the wage-fund with the other labourers of the coun¬ 
try, and wages would have been greatly reduced. But this 
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consideration snggestB only a. vtny siua.ll [jnri.ion ol l-ho. 
advantage which has r('.snit(Ml from tliis c‘migrn.l.i(rn, Our 
emigrants leave an ovor-supplie.d la.l)oiir“nia.rk(‘t a,ml sidih' 
ill (countries whex'O grciat jiahura,! ri‘Sounu\s a.re umle* 
vcloped, and where va.st tracts of lertile, land are un- 
tilled, because no ade(pia.(.(^ kdamr has l>e<*n 

fortluainving. The returns to la.hour api)li«'d tuulivr sufh 
fa;v()ura.blc conditions ar(m>F cours(^ V(U-y gnaU.: wealih is 
(piickly mnated, aaul tracts of laud thus pi'opOd by our 
eiuigra.nts ra.pidly bt.‘,conu^ prospcu'ous <‘oinnu*r(da,l <ummu ■ 
nitlcs. Many of the luitions whi<di lm,V(^ Ixam, as it woro, | 
creahul by our etnigra.tion, a,(ford (-lu^ mother-ctnud ry a, | 
supply of cluui.]) food, a.nd tlnis <*onfer tipon lu'f a. tuosf, 
important bmndit. This ruiTurahy hs'uls ns to cousid«‘r 
other causes winch ])rodtice a* dot.crioraiion in tln^ <‘omli ' 
tion of i.lu5 ])oor, and wliich also imjHMh', prospmaly, wluan 
in a thi(d<ly"p(H)ple(i country likt*, our own, populatitui is 
not citlier iv.strained, or else ri.;rnwed by soim*^ Hindi agemy 
as (snigra.tion. 

It iia.s laam fiaapnmtly sta.iud (,ha.t agritatllural produco: 
must ris(‘. in prieii if it beta)nu's msMsssary (u resort, to loss | 
produe.tiv('. la.nd in onhm to obta.in food for an inertsasiug' 
|)oj)ulation. Ihaii., a.s W(^ lia.ve aJrtsady <lt‘nu»nstrai«‘(l, d<H>s ' 
not fonu a. pa.rt of (In*. <a)st. of producing (bod, tor tho prioo 
of food is reguhit.(sl by i.ln^ (^n|S‘ui:(‘ ol obla.iniug’ produoo | 
from land wlbudi is so poor that it <%'m only pa.y a. mnninai 
rout. If, tbendbre,, t.lu* popula.tion of thii; <aututry rapidly 
julvjuuu'd, and ili(Mhnua.nd for food boeanio great as to 
remdm' l-lu^. nssort to h‘ss prodtudivt^. land msssssari, tbon 
food would lu'cnuu'. inucJi inori*. <‘Xp(‘nsiv(s It. lutisl bo 
always bonu^ in mind tlia.t food must. ris«' in prit'o ,t: 
])()])ulu,tion incn‘a.s(‘s, unU^ss suppli(*a of (dieap Jhod aro 
iniporUul IVoni otlie.r c.ouid.rit'S, or agritatlturaJ improvo 
nuuits remhu* our own soil more prodtiot.Ivts 1(, ihoodoro, 
eniigrat.lon do(^s nut reditwa^ i.he la.botmunarktS. ol its 
stuplus |)opula.t)ion, tlu^ condition of t.ln* labtmror will lu» 
injuriously a.ffea‘.ted in two distinct ways: in Iho first 
plaeta his )non(y-wa.g’(^s will diminish, horaus<' tlnn'o will 
be. a grtsibu* numlau* a-mougsl. whom tu distribute tho 
wagtsfund ; and se,(‘.<)udly, tln‘ jus’ossariea of Hb’ will rise 
in valium, l)(‘ca.usi^ tlnwes will luma, gnsUtn* deumnd for fond. 
If our cousbiutly-iucrtsising popuhitiou hud to In* supplied 
r. M, h 
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with food entirely from our own soil, it is doubtful 
whether a sufficient quantity of even the necessaries of 
life could be obtained; but if there were not an absolute 
dearth of provisions, food would under such circumstances 
enormously rise in value, and the gi'eatest distress amongst 
the labouring classes would be sure to ensue. 

The remarks just made upon the tendency of food to 
become dearer as population advances, indicate another 
most beneficial influence resulting from emigration; for 
not only is the home labour-market relieved by emigra¬ 
tion, but it also promotes the development of countries 
to which England must chiefly look for supplies of cheap 
food. Emigration, therefore, is not only a check upon 
population, but it is in every respect most beneficial in its 
results; it causes wages to rise, or rather prevents their 
fall in those countries from which etnigration takes place; 
and by providing supplies of cheap food, it indirectly 
confers upon the labouring classes another most important 
advantage. It must however be remembered that emi¬ 
gration must, after a time, cease to be a remedy for over¬ 
population. Some of the facts already mentioned show 
that population has, under favourable conditions, such a 
high rate of geometrical increase, that our colonies might, 
before a long period has elapsed, become as thickly 
peopled as the mother-country. Emigration would then 
no longer afford relief. 

It has now been pointed out that the avei'age rate of 
wages received throughout the country depends upon a 
ratio between capital and the number of the labouring^ 
population. The capacity of the labouring classes to 
increase is so great, that if some powerful checks are not 
placed upon population, the condition of the labourer 
must rapidly deterioi’ate •; for the-greatest accumulation of 
capital that has ever occur3?ed would entirely fail to create 
a demand for labour in any way proportionate to the 
supply of labour which would be forthcoming, if man’s 
power of multiplying his species were not restrained by 
some very efficient causes. Wlien indicating the various 
ways in which population may he restrained, particular 
importance has been attributed to emigration, in the case 
of a thickly peopled country such as England. The 
future progress of such a country depends to a great 
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extent upon her capacity to obtain supplies of cheap food ; 
it has been shown that emigration not only relievos lier 
from the burden of a surplus population but also power¬ 
fully promotes the development of those now countrioB 
from which cheap food is mainly imported. 

Many important questions connected with, wngr^s still 
remain to be explained; such, for instance, as the dillh.r- 
ent rates of remuneration received in different employ¬ 
ments. For not only are higher wages paid in soim^ 
trades than in others, but it may be frequently ohscnaoul 
that the wages of one particular class of workmen may 
rise or fall to a very considerable extent witliout any 
variation at the same time talking place in the wages of 
other employments. Special circumstances are comu^cdxMl 
with various employments, which must have the (vffxd. of 
pmducing permanent variations in the wages })aid in 
different trades. Adam Smith divides the (juuses which, 
jmoduce -different rates of wages into the five following 
classes:—■ 

1st. The agreeableness or disagreeabloness of tlio cm- 
23loyments themselves. 

2nd. The easiness and cheapness or the difficulty and 
expense of learning them. 

3rd. The constancy of inconstancy of employnumt in 
them. 

4th. The small or great trust which must be roposiul 
in those who exercise them. 

5th. The probability or improbability of smuioss in 
them. 
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Examples of the effoct.s which may bo attribiihoil (o 
each of these different kinds of cairses will readily su,>(»■(■«(, 
themselves. A collier proverbially earns liij^liur wu^^'h 
than even many skilled workmen in his ovvn di.sl.rH^I,. 
A collier, not working so many hours in a day, (ianis 
more wages than a carpenter. But coal mining is not, 
only a very laborious, but a very dangerous ocennation. 
Ihe work is dirty: a man has to labour iu the dark, and 
often in very bad air. Wlien all these ciroumHtane(',s are 
considered, it is easy to understand that men would not 
-work in coal mines unless they were induced to do so bv 
very high wages. ■ , 

The second circumstance mentioned by Adam Smith ' 
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probably produces a greater influence on wao'es. If a 
trade is difficult to learn, an apprenticeship fee has often 
to be paid as a premium for tlie necessary instruction. 
This, in the first place, greatly limits the number of tlvo.se 
who can be brought up to the trade, for comparatively few 
labourers, even if they were inclined to do so, liave tlio 
moans to pay such a fee for any of their children ; but the 
apprenticeship premium repre.sonts only a very small por¬ 
tion of the cost a parent must bear if he brings a child up 
to a skilled trade. An apprentice not unfrequently works 
for four or five years without receiving any wages at all, 
and therefore such a youth, until perhaps he "is twenty 
yetu-s of age, must be kept by hi.s parents. If, however, he 
had entered upon some ordinary, unskilled employment, 
lio would have been receiving increasing wages from the 
time ho first began to work. Every skilled workman has 
had a certaiir amount of capital spent in gaining tho 
skill his trade rccpiire.s, and this capital would of course 
not be spent unle.ss an ample future return was given to 
it in the form of higher 'w.ogos. The difference in the 
wages of skilled and unskilled labour represents a largo 
return to the capital which has been spent in the skilled 
workman’s education. This must be so, whilst so few of 
our workinen have cither the foresight or the jnea,n.s to 
bring their children up to some skilled employmont. 
Skilled workmen therefore po.s.sess, a.s it were, the advan¬ 
tages of a monopoly. In some skilled employments a 
monopoly is created by nature, for the skill needed is .so 
great that few have tho natural capacity ever to acquire 
it. Thus, as it ha.s been previously mentioned, there is a 
very limited number, amongst all the watchmakers in 
England, who can ever acquire that delicate accuracy of 
workmamship which is needed in the construction of a 
chronometer. Such workmen, therefore, are endowed with 
a natural monopoly, and they can, within certain limits, 
obtain almost as high wages as they choose to dematvd. 

The third circumstance mentioned by Adam Smith-— 
namely, the constancy or inconstancy of employment—ho 
very aptly exemplifies by the case of buildens’ operatives. 
‘ In the greater jvart of manufacture.? a journeyman in ay 
he pretty sure of employment almost every day in thn 
year that he i,s able to work. A mason or bricklayer, on 
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tluM'oninu-y, (^a.n work matln'r in hard froni nor in loul 
weatlua’, a.n<I his (onploymonl. at a.Il oUho* (,inif‘s dt'}>onds 
upon. tluMKuaisional c.alls of his (nistonun*s. IIo is liahh% 
ill oons(Mjn(Mn:(s l,o Ix^ lVo(|uo.nlly wii.hont. any work. Wlnit 
lie earns, theridore, whilo. ho is tnuployod, most not only 
inaintahi liini wlani h(‘ is idle, hut makt^ him some t'oln- 
pensation lor those anxious a.n<l dospondiu^’ moiiMUits 
whieh th(^ iliou^iit of so pr<H!arious a. situafinn must sumo 
times oc(%'ision. When tiu' eoniputisl tavruiun's of tlu’ 
greater pa,rt of inatiufaeturing operalivos, aotajnlhigly, aro 
nearly upon n level with tlu^ <lay waues of (nanmun la. 
bourers, thosc^ of ma,sons and hrieklayt'rs a,regtaHU*ally fnjm 
one ha.lf nions to douhh' tliosi^ wa.g<‘s/ 

Wiib rt'gard to (he (ourl.h ea.use ineutiomnl hy Adam 
Smidi, it n)a.y ht^. remarlnsl thal, when a, great anuaint 
of trust is riapiisilte to he n'ptistal in a lahourer* his wages 
are of eonrsi^ higlnu’. A, la-hourta*, whtm he has demon 
stwaijcd tha.t In^ poss(‘sst\M sueh <puditi(‘S as will easise his 
einph)yer is) pla.e.e (S)n(idenee, in him, (sau (damn higher 
wages, and tln^ empleym’ who givi'S higlns* wages 

is alamdantly reeomp<ms(sk A j<‘wellt'r has (o in(nr*( 
valuahk*. propiS’ly (,o his worknnsn and, if etmlidomo* 
Could not h(^ ng)os(sl in {.In'S(‘ workmen, their isnpln\a*r 
would h('. ah a, eonsid(S'a.hl(‘out lay in <»rder to hav<‘ tlo*m 
constantly wat-elnnh a.nd h<‘ would he likewise sidpeett^tl u* 
va,rious other losstss a.nd anuuyauees, A 4 ’onsi<leial>!e pui 
tion of tln^ <‘,ost* of auy t'ommodiiw dt>es nut arise from tie* 
la,hour muployaul in a,ei,uaily prodmang it, hut is ('au*etl 
by the (‘xpensi^ of superiu(.<‘u<liag and waiehing tluslahtmr, 
A,11 (unployer might dis])tuist^ with sueh an tiutlay if lo^ 
(elt assunsl that his workmen eould he (rustisl ; and sueh 
a.n e.mploym* would nsadily (hw'oti* a, part, td* tln‘ expemse 
thus saAuul (,o rais<^ tln^ Wags^s of (Imst^ he mnployed. 

Tlu‘< lollowiug is tlH‘ tin.ji and last, <*auMt» enumerated hy ; 
A, dam Smith, *Tlu^ wages i)f hihour in (Idlereut emph>y | 
mei)(,H vary at'r.ording to tin* jiroha.hiliiy or impndjahiliiv ’ 
of sue.(U‘ss in themf This eireumstamn^ hut very nlightly ; 
aOects those who a.re usually (amsidtaanl i4> Indong i(» the' 
wa,ge-re(sdviug e.lass. If a youth is hrtmghl up as a shoe f 
maJnsx it is aJmost <s‘rtain thah lu' will maptlrt,^ the mt j 
ol shoiuna-king. In sonn? of t!n% liln^ral proft'SHiiiUH, how-j 
ever, such as the law ami luediclue^ the large numimu'aiion | 
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received by a few may perhaps be considered to be partly 
counterbalanced by the number of those who fail to earn 
from these professions a competency in any degree propor¬ 
tioned to the expense which their professional education 
has involved. But we think Adam Smith, even in the 
case of the liberal professions, has attributed too much 
influence to the cause above mentioned. The uncertainty 
of success in such a profession as the bar is not due to a 
difiiculty in ascertaining beforehand whether an individual 
possesses those talents which will fit him for such a pro¬ 
fession. Success is uncertain, because it depends on extra¬ 
neous conditions which an individual cannot control. A 
barrister may have brilliant abilities, but unless he hap¬ 
pens to be acquainted with solicitors he may wait for 
years without a brief. In many professions, too, although 
the fees paid appear to be high, yet the average earnings 
are extremely small. Moreover, in the choice of a 
profession other motives act more powerfully than a 
prospect of gain: a profession gives position in society, 
and men of property are often happier with an occupation 
than without one. When therefore any question is con¬ 
sidered relating to wages, or to the profits of trade, a dis¬ 
tinction ought to be made between the liberal professions 
and other occupations which are resorted to almost en¬ 
tirely- for the purpose of gain. A clergyman who is only 
obtaining 90Z. a year, may feel assured that if he were 
engaged in some other occupation his income would be 
far larger; but such a man may be prompted by a high 
sense of duty to enter the Church, or he may be influ¬ 
enced by the social position he would obtain in it, and 
therefore he chooses his profession independently of pe¬ 
cuniary considerations. With regard to trade, no such 
feelings can exercise any practical influence; no one can 
feel that it is his duty to he a grocer rather than a baker; 
a man usually chooses the trade or employment to which 
he has been brought up, or the oue in which he thinks he 
can earn the most money with the most pleasure, or rather 
the least inconvenience to himself. 

The five classes of circumstances to which Adam Smith 
attributes the different wages paid in different employ¬ 
ments have now been enumerated. Considerable influ¬ 
ence is no doubt produced by each of these classes of 
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circumstances; but wages are perhaps more aftectcd by 
other causes which arc much less fre(|neiitly considered. 

For instance, a fact with regard to wages must have been 
noticed by even the most casual observer, since not oidy 
do the wages of different ernploymentSi vary, but there 
are great variations in the wages obtained in the sanie 
employment in different parts of the country; it nmy 
moreover be remarked that variations of tills kind are par¬ 
ticularly striking with regard to many unskilled employ¬ 
ments. During the winter months an ordinary agricultural 
labourer in Yorkshire earns sixteen or seventeen shillings 
a week. The wages of a Wiltshire or Dorsetshire labourevr 
doing the same kind of work, and working a simihir num¬ 
ber of hours, are only eleven or twelve shillmgs a wcuilc. 

This great difference in wages is not countcrbahuiced by 
other considerations; living is not more expensive in 
Yorkshire than in Dorsetshire, and the Dorsetsliiro la¬ 
bourer does not enjoy any particular advantages or privi¬ 
leges which are denied to the Yorkshire labourer. Tlvis 
inequality in wages is not merely a temporary (liffcrctice, 
and the question naturally arises, How can such a grt^aly 
variation in the wages of the same employment be })<'r- 
manently preserved'!? Wliy does not the I)c)rs(‘ishir(\ 
labourer remove to Yorkshire, wliere he would be alile l-o 
obtain forty per cent, more for Ids labour ? Hie ()l)sta.el(^s, 
however, to such a migration are too formidable to be 
overcome even by such a premium as is oifenul by this 
difference in wages. In the first place, a Dorsetsbirt*. 
labourer can seldom cither read or wiite; he tbereJbri^ 
has little or no information with regard to the wagc'.s paid 
in other districts, tiis ignorance magnifies thc^ diriie.ul- 
ties of removing to a distant paxt of the country, a.ml 
makes him disinclined to leave the locality to wliiidi lu^ 
has been accustomed. Again, if he lias a fandly, be 
is far too poor to pay the expense of conveying them 
to a comparatively distant place: for it is a fact tliat 
in those counties where wages are lowest, an agricultural 
labourer has rarely saved even a few slnllings. More- Thekmu-^f 
over, there is associated with our system of poor-nli(‘.f 
a law of settlement which has often bound a.nd fetteri'd 
the labourer to the district in which lie was born. .No 
law has perhaps ever more grievously oppressed a class. 
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A man by resorting to a place not far distant may mucJt 
improve bis position; employment there might be much 
better, and he would therefore get higher wages; but the 
law of settlement often prevents him availing himself of 
these advantages: he is not allowed to settle in another 
district because it is feared that he or his fcimily niav 
some day become chargeable on the poor-rate. 

The combined influence of the causes just enumerated 
prevents labourers readily migrating from one district to 
another in order to avail themselves of the advantaa'A<. 
which they would secure from a greater demand for tlmi^ 
labour. A more accurate conception is therefore ob- 
amed of many of the phenomena connected with wao-e-q 
like our own is considered to be composed 
ol distinct provinces between which there is little mi- 
giation of labour and in which within certain limits 
different rates of wages prevail, or, in other words, diff 
lerent ^-elations exist between population and capital or 
between the demand for, and the supply of, labour. It is 
important to bear this in mind when we practically apply 
those general laws of wages described at the commencoS 

posed that these laws are less true because it is necessary 
to place some limitation upon their general application. 
The wages of the Dorsetshire labourers depend as abso¬ 
lutely on a ratio between capital and population as if these 

anotheT'^ Purt of the country to 

another; hut their wages are far more affected by an 

dhS"tSan hT“" population in their own 

the in the capital or population of 

he whole country. It is also evident that if Dorsetshire 
khourers wdl not go to Yorkshire, the wagS 3 the 

poDSation^S°-n®'’%^v''°* by an increase in the 

E Slv kI “ Yorkshire will 

amluu^ Jf ?) bbere is any alteration in the 

amount of the capital invested m the district, or if there 
s any increase or decrease m the number of those who 
are seeking employment in the locality. If therefore ^he 
Images in any particular district are too low, thSe is only 
one way in which they can possibly be raised. Mere 
ympathy can do little in advancing the wages of the 
Dorsetshtte labourer: hia couditiou ouly liimproKd 
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either by bringing more capital into the county, or by 
restricting the supply of labour. This xnay he effected 
either by foreign emigration, or by some of tiie able- 
bodied labourers removing from these ill-paid districts to 
localities where wages are higher. 

Every year various causes ai'C in operation which act 
with increasing effect to lessen these inequalities in wag(,'s 
which we have just been noticing. A few years since tlu^ 
greatest differences in the price of commodities prevailed 
m different parts of the country. Communication was so 
difficult, that some article of food which was often an ex¬ 
pensive luxury in one part of tlie country could be had in 
abundance in another part. Poultry was four times as 
dear in London as in many country districts. Kailways 
have changed all this, and now provisions are almost as 
cheap in London as they are at a distant place like Aber¬ 
deen; and as people gradually avail themselves of the easy 
means of communication between one district axnl another, 
wages in the same employment will throughout the country 
approximate to one uniform rate. The xnore intelligent 
of our workmen freely leave the place in wliicli tliey 
are employed if they think that by doing so their pro¬ 
spects are improved. As our a.giicultural labourcjrs gra¬ 
dually become more intelligent, they will show an (Mpial 
readiness to avail themselves of any advantage offm-cMl bo 
them by a more favourable state of the labour-mark c^t in 
some other locality. 

Although it has been stated that a liiglier avc^ragis rat(^ 
of wages prevails in Yorkshire tliaxi in Dorsc^tshire., yevt 
the causes which pi-oduce this differexice in, wages luavt^ 
not yet been fully explained. As wages depend xipou a 
ratio between capital and population we must ciujuiri^ 
why does the capital invested in ^xgriculturo in Yorkslure. 
bear a different relation to the number of tbc agricultural 
population from that which it beax\s in Dorsetshire ? 
Yorkshire, unlike Dorsetshire, is not merely an Jigri- 
cultural county: it has many most thriving manufacturing 
industries; therefore in the former county a groat many 
other employments besides agriculture compote for the 
labour of the agricultural population. It is true tliat 
an agricultural labourer is not suddenly converted into 
a cloth-weaver. Such a transition rarely takes place^ 
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but if there is a manufactory close at hand, f 

the children of the agricultural labourers will be ^ 
ployed in it. There is always connected with, an aoti^' 
manufacturing industry much subsidiary work which. 
be performed by any ordinaiy labourer. Thus in +f 
Dowlais iron works in South Wales there are no less tt 
500 horses employed, which of course require a 0 ^^+ 
number of men to superintend them. Such work ^eo ^ 
sequently, draws off many labourers from agriculture a 
thus the higher wages paid to agricultural labourers 
the manufacturing districts may be entirely explained, b 
those general laws which regulate all wages; for in t-H' 
as in every other case, it is a question between population 
and capital ; the agricultural population of the manufko 
tunng districts being diminished by the frequent employ¬ 
ment of the labourers themselves in other work, and 'bv 
the engagement of their children in the manufactories 
Eefore concluding this chapter it will be important to 
explain the influence which is exerted on wages by 'wlaat 
is called good or bad trade. In England, where capital is 
accumulated with such rapidity, the amount of capital 
invested in any particular industiy could be immediately 
increased beyond almost any assignable limits. Suppose 
the prospects of the cotton trade were so good, that tlie 
Lancashire manufacturers thought they could profitnlnly 
invest an additional 10,000,0001 in their trade. Many Jf 
them would withdraw capital for this purpose from otBer 
investments, and there would be no difSculty whatever in 
making up the whole 10,000,0001 required by obtainino- 
advances from bankers and others on the credit of tLe 
individual manufacturers. It would not, however, be 
possible with equal rapidity to make such an increase in 
the labour employed in any particular industry. One vyLo 
is accustomed to other work cannot without considerable 
practice acquire the skill of a cotton-operative. Many of 
the processes of cotton-spinning could not probably be 
learnt by an adult, for their manipulation requires fingers 
trained from childhood. New capital in various forms, 
such as larger quantities of raw material, may be at once 
brought into any particular industry; but when those wbo 
have been accustomed to the industry are once fully em¬ 
ployed, an increased supply of labour, can then he only 
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a trade monopoly, and they constantly strive to maintain 
such a monopoly by various restrictions as to the number 
of apprentices admitted into any trade. In order to effect 
th6S6 purposGS, Trados^ XJnions havG beGU Gstablisbed. It 
■will be better, however, to defer our remarks upon these 
societies, and the various other means which have been 
often resorted to in order to secure higher wages, until 
the subject of profits has been discussed; for a complete 
investigation will then have been made into the_ general 
laws ■vi^ich regulate the distribution of wealth into the 
three primary divisions of rent, wages, and profits. 



CHAPTER V. 


PROFITS. 


E EINT, wages, and profits, the three portions into whi<;li 
_ wealth is distributed, denote the reinunoration re- 
ceiyed by dififerent classes of individuals for the assiHtiUH!(> 
which they render towards the production of wialtli. 
Ihose who have appropriated land receive a remiiiioral.ioii 
xn the tonn of rent when they permit others to use t.he 
l^d which has been so appropriated. Those who a.i)))ly 
their labour to the production of wealth receive, wage's ;is 
remuneration for this physical exertion; and profits <ieiiol,e 
the remuneration which those receive who supply (,In; ro- 
paammg requisite of production, namely capital. As (vuiital 
IS the result of saving, the owner of capital, exercises foi-bea,r- 
ance when he saves his wealth instead of speudiiio it- 
profits therefore are the reward (,»f abstineuco, in the Sium; 
manner that wages are the reward of pliysi('a.l exi'rtriai 
It an individual invests a certain sum iu'aiiy produc|.iv(' 
employment, Ins profits will consist of tin/ entire stir- 
plus which remains after the capital luis b(>en r('[)I-i,(‘etl 
^ agriculturist cultivates his farm with tt, ea.nil,a,i 

o± o,QQ0L; tins capital will he composed of many dilfereul, 
elements, such as stock, implements, and a iimd from 

Jlhe piofits of the iarmcr will consist of the surplus which 
remains, \vlien Irom the whole produce of the f;i,nu sullicient 
Has been deducted to replace the original ;),()00A tliii vaJiic 
of the capital winch the farmer possesses. But in sneh a 
case these profits_of the farmer will not simply rcpr.'s.-nt 
return to his capital, or, m popular language, intcrc'st for 

and iaboui m watching those whom he employs, juid in 
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siq^crmtending the various operations of his farm : he has 
of course to be remunerated for his time and trouble, and 
therefore part of his profits represents the wages properly 
due to this labour of superintendence. Again, every busi¬ 
ness is attended with more or less risk. If a man invests 
lus capital in the funds, he may regard it as perfectly 
secure, but capital invested in business can never be 
made equally secure against loss. There may be revul¬ 
sions in trade, or bad debts; and property invested in any 
commercial undertaking is subject to depredations of the 
dishonest, and in some countries to the rapine of internal 
war. A capitalist therefore must receive some compensa¬ 
tion for the increased risk of loss which is incurred when 
his capital is invested in trade; a portion of his aggregate 
pi-ofits represents this compensation. The profits there¬ 
fore which a man obtains from his business are composed 
of the three following elements. 

1st. A reward for saving, or, more properly, a reward 
for al)stinenco. 

2nd. A. compensation for the risk of loss. 

I Srd. Wages for the labour of superintendence. 

It is very easy to ascertain the portion of profits 
which ouglit in any particular instance to he allotted 
as the reward of saving. In every commercial country 
there arc investments, tlie security of which is regarded 
as perfect. In our own country, for instance, the funds, 
a freehold mortgage, a stock guaranteed by our own 
Government—all thcKse arc securities which are regarded 
as free from risk. The interest which is obtained from 
capital invested in these securities may be considered as 
entirely tbe remuhei-ation for saving. He who so invests 
his capital cannot receive any remuneration for risk, when 
there is none, and the investment entails no labour upon 
him. The interest which is obtained from such securities 
is termed the current rate of interest; and therefore the 
first element of which profits are composed may bo always 
estimated in amount by the current rate of interest. If 
the current rate of interest is four per cent., a capital of 
5,()()()<!. would secure a profit of 200Z. without the slightest 
risk or trouble. A person therefore who has r),00()Z. in¬ 
vested in his business might consider that 200Z. of his 
annual profits represents interest on capital, or, in other 
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The amount of the remaining element of which profits 
are composed—namely, the remuneration for the labour 
of superintendence—^may be estimated by deducting from 
the gross profits the amount due to the first and second 
elements of profit which have just been mentioned The 
remuneration which is obtained for this labour of super¬ 
intendence is influenced by many of the same causes 
which affect the wages of ordinary labour. Some employ¬ 
ments require for their superintendence gi'eater skill and 
greater patience than others; some are more disagree¬ 
able to superintend than others. If this be so, then the 
remuneration of the labour of superintendence will be 
greater in one case than in the other. The caprice of 
society often gives to some employments a social dignity, 
which is refused to others; and this consideration enables 
us to explain the proverbially low profits obtained in this 
country from farming compared with the profits of many 
retail trades. Society now considers that a man of high 
family may with propriety occupy himself with farming; 
agricultural pursuits are extremely'healthy and thoroughly 
congenial to English tastes. A person does not require a 
tedious apprenticeship, or an expensive special education, 
to qualify himself to be a farmer. Many men therefore 
consider that they are almost sufficiently remunerated for 
the labour of superintending the cultivation of their farm 
by the health and pleasure derived from the occupation. 
They therefore do not expect to receive any considerable 
return for the labour of superintendence. The gross 
profits of farming are consequently extremely small, com¬ 
pared with the profits of many retail trades. A grocer 
not only expects to receive as much interest upon the 
capital invested in his business as does the farmer, but, in 
addition to this, must also receive an adequate remunera¬ 
tion, for superintending the details of his business. A man 
is induced to carry on the grocery trade, with no other 
object than to obtain profit from it; he is not attracted to 
the occupation by the prospect of securing health and 
pleasure. 

Interest on capital, insurance for risk, and remuneration 
for labour of superintendence, are therefore the three 
elements of which profits are composed. The first, interest 
on capital, is represented by the current rate of interest^ 



Profits. 


a,nd therefore may be regarded as a constant quantity for 
sXl occupations at the same time, and in the same country. 

say at the same time, and in the same country, because 
laot only is the current rate of interest much higher in one 
age than in another, but very different rates of interest 
prevail at the same time in different countries. Thus the 
current rate of interest in England is now about per 
cent., whereas, two centuries since, it was at least eight 
per cent.; although at the present time the current rate 
of interest is only per cent, in England, it is nearly totx 
per cent, in Australia. The cause which produces these 
yariations in the rate of interest will be explained in a 
future chapter. 

In considering the profits of different trades, the amount 
f o be allotted to interest on capital is the same for all 
trades in the same country; the different rates of profit 
which prevail in different occupations must, therefore, bo 
a^ttributed to variations in the remaining components of 
profits, namely, insurance for risk, and remuneration for 
labour of superintendence. If larger profits are obtaiiled 
in one trade than in another, we must be sure that, in 
the one trade, capital is subject to greater risk than in 
tbe other, or the labour of superintending the one trade 
requires a higher remuneration than in the case of the 
other; if, therefore, in any trade a permanently higher 
rate of profit prevails than in other trades, it must bo 
due eitlmr to the operation of these causes, acting singly, 
or combined. Agriculture has been quoted as an example, 
to show that the profits in a particular branch of industry 
.may he extremely small, because various circumstancos 
connected with the trade cause a slight remuneration to 
be given to the labour of superintendence. Consequently, 
the various trades and occupations of which the industry 
of the country is composed, will each have a. scale of 
profits peculiar to itself, the appropriate amount of profits 
■which belong to each trade being determined by various 
causes, just in the same way as the wages of different 
employments are regulated' by particular circumstances, 
described^ in the last chapter. Such an assertion may, 
at first sight, seem to contradict a principle of political 
economy, perhaps more frequently quoted than any other; 
namely, that the profits of different trades have a constant 
r.M. ' > 
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tendency to become equalised. The principle, wliuu pro¬ 
perly understood, is true; the apparent contradiction admits 
of ready explanation. When the profits realised in any 
business are just sufficient to give an adequate comjKJu- 
sation for interest on capital, for risk against Joss, a,nd 
for labour of superintendence, then it is said that the 
natural rate of profit is obtained; and hence it would appear 
that each separate trade has a natural rate of profit pccidiar 
to itself, because this rate of profit must give a proper 
remuneration for the three elements of which profits aro 
composed; and two of these, namely, the insurance against 
risk, and the wages of superintendence, vary in. dilferent 
industrial occupations. If the current rate of interast 
permanently rises, an effect is produced upon the profits of 
all bu.sinesise.s, and the natural rate of profit in every busi¬ 
ness rise.s. But if any circumstances should occur' \yhicli 
sliould increase the chance of loss in a particTdar trade, 
witliout affecting others, then the natural rate of profit 
belonging to this particular business would be iuenvused. 
The natural profits of farming are low, because Bnglish 
tastes ai-e such as to make farming a pleasurable uecupa- 
tion. If the definition which has been given to the term 
‘natural profits’ is borne in mind, tliere will be no <lifli- 
culty in explaining what is meant by the popular expres¬ 
sion, that the profits in different trades have a teudeucy to 
become equalised. 

The circumstances of various trades arc intrinsically dif¬ 
ferent—one business, as wc have before remarked, may be 
a more hazardous speculation than anothm-, and f;lie tr'nder 
who incurs this greater risk must bo conqieiisatcid by per¬ 
manently higher profits; these higlier profits, Uiorefore, 
denote a real compensation, not a casual or tern porn,ly dis¬ 
turbance, and there is no tendency wliatever to abolish 
the compensation by equalising the profits of the more 
hazardous trade with those of the less hazardous oiu!. But 
if, by some disturbing cause, the profits of a busine.ss rise 
or fall below that point which has been described to bo 
their natural amount, a tendency at once is brought into 
operation to restore the equilibrium, and to make the pro¬ 
fits return to^ their natural amount; this is the equalising 
tendency wdiich affects profits, hut there is no tendency to 
cause a uniform rate of profit to prevail in different trades, 
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sadclenly brought into a trade, when it is in an exce|)tion- 
ally prosperous condition, and when its profits conse¬ 
quently rise above their natural amount. Such a Ksndden 
accession of capital may operate, in two distinct ways, 
to reduce profits. In the first place, there will he an 
increased demand for the raw material, and tlu^ raw 
material will consequently rise in price. Now it is a well- 
known fact, that a manufacturer is not irrnnediately com¬ 
pensated for an increase in the price of the raw material 
by a corresponding rise in the price of his rnanufactnrod 
goods; consequently, the profits of the trader will he re¬ 
duced if the anxiety to extend a particular inaiuifactnrc, 
when trade is good, cause^s such an increa,s(Hl demand for 
the raw material that its inice is raised. Jhit a.s the. ma¬ 
nufacture is thus extended, the supply of goods would he 
largely increased, and will soon become perhaps mor(‘, than 
sufficient to meet the demand. The cause which has 
mainly produced the prosperity and large profits of tlie 
trade will then cease to exist; for if the vsupply (exceeds 
the demand, high prices will be x’eplaccd by low ones, and 
the profits of the trade will be quickly reduced. We can¬ 
not discuss at greater length the effect which is producsed 
on prices by such an alteration in the supply oh or de¬ 
mand for, a commodity as that just noticed, without jinti- 
cipating the sul^ect of ‘value,’ which will be considered 
in the next division of this work. 

There is, however, another ecpmlising inflnomu^ which 
will be brought into operation if the profits of any par¬ 
ticular business continue long to excc'.ed their natural 
amount. Not only will those already engaged in ihe 
business bring more capital into it when its profits (nK(MXHl 
the naturaLrate; but other traders will ho ixuluecMl to em¬ 
bark their capital in an industry which is exceptionally 
prosperous. A similar influence to that cihovo descrihed, 
to reduce profits, will be thus brought into operation. 
But it would he very erroneous to conclude that these 
equalising tendencies are'instantaneous in their eHects. 
Augmented supplies of capital may bo quickly brotight 
into any particular trade,, but the trade cannot suddenly 
be extended beyond certain limits. During 18of) and 
1860 every cotton mill in Lancashire was probably pro¬ 
ducing as large a quantity of manufactured goods as it 
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below the natural rate. In the axitumn of 18G2 the cot¬ 
ton trade was in an extremely depressed state. The price 
of raw cotton had risen so much, in consequence of the 
American civil war, that it was almost impossible, without 
incurring loSvS, to manufacture cotton goods at tl)e prices 
they then realised. In fact, it would perhaps have been 
advisable for manufacturers to have closed their mills, were 
it not for the sufferings which would have been entailed 
upon the operatives. Under such circumstances it was tlie 
interest of the manufacturers to contract their business; 
some mills were consequently closed, and great numbers 
worked short time. The supply of cotton goods was 
thus for many years considerably diminished. In this way 
a tendency was brought into operation to raise prices, anil 
profits were gradually restored to such amount as again 
to niake the manufacture remunerative. When trade is 
thriving everything is done to increase the capital applied 
in the business but when trade is depressed, a directly 
opposite course is pursued; operations are restricted, capi¬ 
tal is withdrawn, less is paid in wages, and new mills are 
not erected. 

The circumstances, however, which threw the cotton 
manufacture into a state of stagnation, are so excep¬ 
tional, that it will perhaps be more advisable to illus¬ 
trate our remarks by considering the present condition 
of the silk trade in this country. It is supposed, by 
some, that the French possess natural advantages for the 
manufacture of silk, greatly superior to those of our own 
country. It is, for instance, said that, owing to tlio clear 
atmosphere of France, the silks assume a finer colour than 
those which cp be produced in England. The French, it 
is also maintained, show greater taste in these finer manu¬ 
factures. We believe that these advantages have been 
somewhat exaggerated. But there is no doubt that, at 
the present time, French silks are considered to be su¬ 
perior to English silks. The consequence has been, that 
since ^1860, when the duty on French silks was removed, 
the English silk trade has been greatly depressed, and 
its profits have been reduced below the natural rate. Let 
us inquire what will occur if the supposed superiority 
of French silks is permanently maintained. The Eng¬ 
lish silk trade will continue to be depressed; but the. 
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question arises, Will the profits of this trade remain, there- 
fore, constantly below their natural rate ? It is impossible 
that such should be the case, for manufacturers will not 
continue an industry from which they realise less profit 
than in any other branch of trade. Silk manufacturers 
would, therefore, under the circumstances assumed, remove 
their capital as quickly as possible from this trade, and 
employ it in some other more remunerative way. The 
transfer cannot be made suddenly; it will require a con¬ 
siderable time, and must cause great loss to the manufac¬ 
turers. All the fixed capital employed in the silk manu¬ 
facture, such as machinery and buildings, caimof) be 
adapted to other industrial purposes without involving a 
large outlay. The manufacturers, too, will not readily 
submit to the change; they will struggle witlr the adverse 
circumstances for a considerable time. No man, even in¬ 
dependently of the pecuniary sacrifices involved, would 
willingly change a business to which he has been accus¬ 
tomed, and in which he has acquired a skill, for one to 
which he would be a stranger. A trade therefore, if its 
profits were permanently reduced below their natural 
amount, would, after a certain time, be entirely relin¬ 
quished, and individuals engaged in the trade would bo 
severe losers. 

It is scarcely necessary to observe, that under these sup- The tpH 
posed circumstances, the operatives in the silk trade would 
suffer even more severely than their employers. Eacli jmmhmif 
year as the depression continued the demand for labour « trade 
would steadily diminish. Wages would become lower and 
lower, and a greater number of operatives would be thrown ulmmm 
out of employment. There are always those who cling to (miplta/edm 
hope, after all hope is gone. Many, consequently, would 
remain in the locality, eking out a miserable existence 
upon alms and parochial relief; and would thus become 
permanently pauperised. Those who are more sagacious 
or more enterprising would recognise the true state of the 
case, and would meet with promptitude the misfortune 
which had befallen their trade. Before their savings were 
exhausted they would emigrate to some foreign country, 
or migrate to some locality where the demand for labour 
'vras active. 

It not unfrequently happens when a trade is depressed 
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that a great injury is done to the operatives by charity 
and by parochial relief. Labourers are thus induced to re¬ 
main in the locality in which trade is slack; whereas, if 
affairs were allowed to take their natural course, or, if the 
money subscribed by the charitable w^ere devoted to the 
promotion of the emigration and migration of labour, it 
would rarely happen that those who were employed in a 
depressed trade would suffer any permanent injury. During 
the four or five years of the American civil war, when the 
cotton trade of Lancashire was almost paralysed, vast sums 
obtained by private subscriptions and by parochial relief 
were distributed amongst the Lancashire operatives. When 
this enormous almsgiving was taking place, everyone re¬ 
fused to notice a most significant fact, which if it had been 
regarded would have shown the grave error that was being 
committed. At the time when the trade of Lancashire 
was depressed, other branches of industry were so flourish¬ 
ing that there was no diminution, but an augmentation in 
the aggregate trade of the country. It was therefore 
clearly indicated that there was no falling oft* in the 
general demand for labour, but simply a transfer of a 
portion of the demand from one locality to another. The 
natural remedy was consequently to assist a certain 
number of the Lancashire operatives to migrate to those 
localities where a new demand for labour had arisen. A 
contrary course was adopted. These operatives were 
virtually bribed to remain in their own county, and the 
result is most disastrous. Up to 1869 the cotton trade 
continued to be depressed. The operatives were only 
employed upon short time. Many were unable to find work. 
Lancashire was, in fact, burdened with a surplus popula¬ 
tion ; and the steady increase in the number of her 
paupers was a striking and painful proof, not only of the 
suffering endured by her artisans, but also of the injury 
done to her industry. 

Having remarked upon the equalising tendencies which 
preserve the profits of each department of industiy at a 
certain relative .amount, designated the natural rate of 
profit, we shall next proceed to consider the causes which 
regulate the general rate of profit prevailing throughout 
the country at any particular time. It has been previ¬ 
ously stated that the general rate of profit is higher at 
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one time than at another, and that very different I'ates of 
profit prevail in different countries, ^ ^ ^ w— 

If any manufacture is taken as an ejcample, it is mani- Statement 
fest that the produce is shared between the employer and 
the employed; or, in other words, between profits and pifjlidd, 
wages. In any given case, the more the employee: re- pemh upc 
ceives, the less will be left for the employed; or, in 
other words, the more is taken in the form of })rofits, ' 

the less will he given in wages. If wages take a ]a,rg(.ir 
share of the produce, profits must take a smaller sluir(^ 

Suppose, however, that industry, by the introdtiction of 
new machinery, is rendered more productive, there will 
then be a greater quantity of produce to be distributed, 
and more may be apportioned to profits, without the 
slightest reduction in wages. But, although the amount 
of wages received might remain the same, yet it has been 
customary for political economists to say, that the rate of 
wages should he altered; for they conceive that the rate 
of wages is determined by the ratio which wages bear to 
profits. Ricardo employed the.expressions, ‘rate of wages,’ 
and ‘rate of profit,’ to explain merely the terms of a ratio; 
and he would have said, that even if wages were reductMl 
one half in amount, the rate of wages and the rate of 
profit would have remained unaltered, supposing tliat the 
reduction in wages was accompanied by a corresp()]ii,{Ung 
reduction in profits. Ricardo seemed to rejoice in n sur¬ 
prising paradox, and the paradox was often creatcul, by 
using language the meaning of which was sonnnvhat 
obscure. Ricardo and others have asserted, that the rate 
of pi;ofit depends upon wages. This, if properly under¬ 
stood, is no doubt true; and profits may bo deiiiKul to bo 
the surplus which remains after the capital ha.s bec^ti in- 
placed which has, directly or indirectly, contributed to the 
production of wealth. The proportion this surplus hoim 
to the capital which has been so expended determines 
the rate of profit. If the expenditure of a eertaJn (ina-n- 
tity of capital produces an amount of wealtli. e(]nal, to 
three times its value, then the surplus which remains, after 
the capital expended has been replaced, will o<iual twice 
the value of this capital; and, therefore, the rate of profit 
will, in this case, be two hundred per cent. But whexx it 
is said that capital is expended in the production of wealth, 
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it is important to understand wliat this expression 
A great portion of this capital is paid away directly in 
wages; tlie remainder is spent in purchasing materials or 
machinery; but even when such a material as coal is 
bought, the money with which it is purchased may be re-* 
garded as indirectly devoted to paying wages; for the inonev 
for which coal is sold pays the wages of all those who have 
contributed to raise it. Tlie capital, therefore, which is 
applied to the production of any commodity is expended 
either directly or indirectly, in wages. The rate of profit' 
as we have just remarked, depends upon the ratio which 
the wliole produce raised hoars to tlie capital expended in 
raising this produce; and, since tliis capital is expended 
in paying wages, Ricardo and others liave stated that the 
rate oi: profit depends upon wages. This principle, how¬ 
ever, is comparatively useless, and is moreover not strictly 
correct unless a particular signification is given to the 
Raaus employed in its enunciation. For if labour is ren^ 
dere(l_ greatly more efficient, either hy better education, by 
supc'i'ior management, or hy improved machinery, raore 
piudiice will he raised by the application of the same 
quantity of labour. The same capital may be expended, 
or, in other words, the same amouat may be paid away in 
wages; hut, in^ consequence of the superior efficiency of 
labour, more will he produced, A greater amount, there- 
lore, will be left to be apportioned to profits ; thus the 
rate of profit \yill be increased, whilst wages remain un¬ 
altered. Tins is in direct contradiction to Ricardo’s prin¬ 
ciple, that the rate of profit depends on wages; and, 
therefore, this principle is not correct, unless it is assumed 
that the efficiency of labour is a constant quantity. 

Mr. Mill has shown that the correct way of staging the 
principle ^is, that tho^ rate of profit depends on the cost of 
laboui. llic cost of labour is determined by comparing 
the wages the labourer receives with the amount of wealth 
which is produced by his labour. If, therefore, labour is 
rendex^ed more efficient, the cost of labour is^ manifestly 
diminished,^ because either more produce is raised by the 
payment of the same amount of wages, or an equal amount 
of produce results from the expenditure of a smaller sum 
in wages. When labour is rendered more efficient, it 
has been shown that the rate of profit will rise, although 
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individual labourer receives tlu*, srunc'. rcnnrintvmtiom liiH 
labour produces more, the cost of .labour is diiniiiisluHl. 
The rate of profit therefore varies invers(dy wit.h tlu' cost, 
of labour. From this principle some most im])ortunt e(Mi** 
elusions may bo deduced. If anytliip^ij;' orowm to render 
labour more efficient, profits will be inereasiub assninin^^* 
that the labourers receive tlio siune wafi;H^H ns Ijofort*. It 
also follows that, when labour bc'cenu^s more (dib’iont., (die 
rate of profit, and also wages, may both be iiuu*<‘n..se(l; for 
profits must be increased if tlu^. risi^ in wagvs is no(. so 
great as to make the cost of ladiour more Idiau it \v?i«h 
before the improvement in the (dli(U(uiey ol‘ ladieur took 
place. With regard to agri evil taro, it has been frequtmiiy 
stated, that as Lind diminishes in fertility, i.iK* laliour 
which is applied to it will diminish in prodiuM.ixo'ness. 
Twenty labourers working on poor la.nd may nol <*ntisr as 
much produce to be raised as ten la.lioTirers wta’king tm 
more fertile soil. Unless, tbondbre, the agrienli-nral In.' 
boiirers receive less wages, tlie cost of a.gri(mltnra.l labour 
must increase; or, in other words, tins rate of f)i‘ofi(. 
obtained from forming must decline as ii. graduaJly 
comes necessary to resort to less :fori»ilo la-iaL Ijot ns- 
apply these conclnsions to explain sonui of thosf^ points * 
in which the ])resoTit cconomiead <^on(lilion of Australia, 
contrasts so strongly with that of ICnglmuk In muinta- 
ating Eicardo’s tlieory of lUait, it ha.s Ikhui slmwii lliaty 
in each country, the ])oorcst la-nd <ailtdvat<Hl can only jiay ’ 
a nominal rent. The present populatdon of Australia, is | 
comparatively small, and Iku' trae.ts of uneull i\ad.nl I'erlilt' ; 
land arc almost of boundless Unxtaait, Idu' wursi, land | 
which is cultivated in AustraJ,ia< is far nnm^ 1‘t'rlilo than | 
the worst land cultivated in Kuglaanl llonma agrlcul 
tural labour, being applied to a. more |)ro(ln(‘t.ivo .aoil, 
is far more efficient in Austradia, than in England. Tho 
same amount of labour which is (unph^yed upoii tin* poomst 
farms in England would, if api)li(‘d to a.ny land wlfa-h i.s 
cultivated in Australia, cause a great d<'aJ more poninro 
to be raised.^ Hence, in conseepuauu^ of tla^ ineroasotl 
efficiency which is thus given to agricadtural labour in 
Australia, the wages of agTiculturad labourers may be 
much higher in Australia than iu Engluud, aiul ye(. tlu^ 
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cost of this labour ia Australia may be less than it is in 
England. But if the cost of labour is diminished, the 
principle just enunciated shows that the rate of profit 
must be increased ; and such a conclusion is amply veri¬ 
fied in the case of Australia. Wages are far higher there 
than in England, and profits are also higher. 

There may appear to be a difficulty connected with 
the explanation just given; for it may he said, the agri¬ 
cultural labour which is applied to some of England’s 
most productive soils yields more than the same quantity 
of labour applied to even the best land in Australia. It 
may, therefore, be thought incorrect to say that agri¬ 
cultural labour is less productive in England than in 
Australia, since it would seem that only that portion of 
our agricultural labour is less pi'oductive which is em¬ 
ployed upon our least fertile soils. It must, however, 
be remembered that the cost of agricultural labour'is 
determined by the cost of that labour which is em¬ 
ployed upon the least productive land in cultivation. 
Rent may be regarded as a sum which the farmer pays 
for the permission to employ labour upon productive 
land. The more productive the land, the higher, of 
course, is the rent; or, in other words, tlie more favour¬ 
able the circumstances under which agricultural labour 
is applied, the greater is the sum which has to be paid 
as rent. Although agricultural labour employed on a 
fertile soil is more efficient, yet the farmer obtains no 
advantage from the cost of this labour being diminished; 
for what he would thus gain he has to pay away in 
rent. His profits, therefore, would not he diminished 
by an increase in the cost of labour, provided that there 
was a corresponding reduction in his rent. The profits 
which are derived from agriculture approximate to an 
equality; it is still correct to say, even with regard 
to agriculture, that the rate of profit is determined hy 
the cost of labour, if it is remembered that in this case 
the cost of labour is not entirely composed of wages, 
but also consists of rent, since rent may be regarded 
as a premium paid when agricultural labour is assisted 
by a fertile soil. Considered in this light, therefore, the 
cost of agricultural labour may be regarded as uniform 
^ throughout the same country. But in the case in which 
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the worst land cultivated is so poor that only a nominal 
rent is paid^ then rent can no longer be regarded as an 
element of the cost of agricnltnral labour. Hence the 
proposition above enunciated is proved: namely, that 
the general cost of agricultural labour is determined 
by the cost of that labour which is employed upon the 
least productive land in cultivation. If, therefore, food 
cannot be supplied to an advancing population without 
continually resorting to less productive land, then one 
of two consequences must inevitably ensue : either the 
cost of agricultural labour will increase, and then a de¬ 
cline in the rate of profit will follow; or, if the cost of this 
labour does not increase, the labourers must receive lower 
wages; for when labour is applied to less productive land, 
an increase in the cost of this labour can alone bo pre¬ 
vented by paying the labourers lower wa.ges. 

Enough has now been said to establish the propo-^ 
sition, that the rate of profit depends upon the cost of 
'labour. If, therefore, the rate of profit is higher in one 
country than in another, it must be because the cost 
of labour is greater in one country than in the other. 
Let us enquire into the causes which regulate the cost of 
labour. If capital increases, without any increase in the 
number of the labouring population, it is manifest that 
there is a larger sum to l3e distributed amongst them; 
wages will rise, and consequently the cost of labour 
will increase, and the rate of profit will diminish. If 
population increases, and capital remains stationary, wages 
will fiill, the cost of labour will be diminished, and 
the rate of profit will advance. Hence it appears that 
not only the average remuneration of the labourers, but 
also the rate of profit, is primarily determined by the 
ratio between the capital of the country and the nrimber 
of its labouring population. This, however, is not a com¬ 
plete explanation, for it would seem to indicate tliat the 
rate of profit is higher when wages are low; facts contra¬ 
dict this, for in Australia wages and profi-ts arc both 
higher than they are in England, But the difficulty 
arises from confusing wages with cost of labour; wages 
may be very low, and yet the labour be so inefficient, 
from causes previously explained, that the cost of labour 
may be extremely high. The English contractors who 
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lUfulc the FroMcli railways could have engaged any 
luimber of French labourers at one half the Wages that 
were paid to English navvies; but so superior is the 
physical strength of an Euglislnnan, that it was proved 
that one English navvy would do as niucli work as 
two Erencli labourers. In this case, tlierelbrc, the cost 
of French labour would be as great as the cost of English 
labour, although the wages of the English labourer were 
twice as great as those paid in Franco. Again; high 
wages do not always dcuiote that a large rcinuneration 
is received by tine labourer. Wages may be high, and 
food so dear, that a labourer is far better off in a 
country wlierti wages may not be so liigh, but where food 
is (dioaper. Umiee labourers maybe comparatively speak¬ 
ing impoverished, in cotiscqueuce of the deariHLSs of food, 
a,1 though (Jndr wages are high; in such a ca,s(^ tlic cost 
of labour would be great, and the result would Ih‘. alow 
rain, ol: prolit, accompanied by the im])ovm'ishnumt of 
tlu^, la])ouring class. Such is the result which has to he 
h'jUHul in a (v)uutry whose increasing populatioii makcB 
food (hwinu'. The supplies of cheap -Ibocl Avhicrh have been 
imported int,o .Fnglauti since the introduction oi'iVec'. trade 
ha.vc‘. (SK(n’tcal an important intlucuco in siista/ining the rate 
of ))r()lit. 

Aft(vr the remarks which Iiave now'* l)(:}cn inade in refer-* 
to cost of labour, the reader will be al)le to ap- 
■prechite tlie admirable analysis of M,r. Mill, when he says 
tiial ‘dost of labour, and therefore tlie rate of prolit, is a 
function of three variables:’ 

J . efficiency of labour.’ 

2, 'The wages of labour’ (mcainng tliercby the real 
reward of the labourei*). 

3. 'The greater or less cost at whicli tlie a;rtio.l(^.s (‘om- 
positig tliat real reward can. be produced or ])U)‘cha.s(KL’ 

If labour becomes more efficient, whilst tlu' wages of 
tlie labourers and the price of food remain unaJttired, 
tlie cost of labour will he diminished. If the wages of 
tlie labourers cure reduced, wliilst there is no change in 
the efficiency of labour and the price of food, the cost 
of labour will again be diminislied. The cost of labour 
will also be diminished if the price of food is reduced, 
and the amount of the labourer’s wages, estimated by the 
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commodities they will purchase for him, remains un¬ 
changed. If, therefore, the cost of labour, oi", in other 
words, the rate of profit, varies in different countries 
from time to time, the variations must be due to the 
influence of one or more of the three circumstances above 
enumerated. The current rate of interest affords a suf¬ 
ficiently sure evidence of the rate of profit. It would 
be a most useful exercise for the student to trace to 
which of the three variables is due a higli or a low rate 
of profit, prevailing in any particular coiuitrj^ In order 
to assist him in such an examination, we will indicate 
some of the leading causes upon which depend the effi¬ 
ciency of labour, the real wages of the labourer, and the 
price of food. 

In previous chapters the causes have been described 
in detail which determine the produedvenesKS of labour. 
It need only here be added that nothing more powerfully 
promotes the efficiency of labour than an abmidanco of 
productive land. But an abundant supply of productive 
land causes food to be cheap, and under such circum¬ 
stances, two out of the three causes are brought into 
operation upon which depend a high rate of profit and 
a small cost of labour; the influence which is thus pro¬ 
duced in increasing the rate of profit, is so great, tliat 
in a country like Australia, where there is a large supply 
of fertile land, profits are high, although a labourer at 
the same time receives a very large remuneration for liis 
labour. 

The second variable, upon which depends the cost of 
labour—namely, the remuneration received by the la¬ 
bourer—is determined by the ratio which population bears 
to capital. It would be foreign to our lourposc to attempt 
to describe why some countries are moi'e populous than 
others. Our colonies and the American continent have 
not yet had time to be thickly peopled with an European 
population. In the last chapter allusion was made to 
the power of man’s multiplication, and it was stated 
that Mr. Malthus’s 'Essay on Population’ gives a most 
detailed and interesting analysis of the checks by which, 
in various countries, population is restrained. In England’ 
whatever may be the other checks which restrain popu¬ 
lation^ there is one which exercises a preponderating 
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inJhuMKHJ in dctormluing tho va.rifitionH in ilu' inunlxn' <»f 
our lal)ourin<j^ populalion. Jt luis hoiui sa-tixlni-lorily 
provc'd i.luil llu^ initnbet of iun,rria.t?us with Uu‘. pritu^ 

of food ; (liiuiniHhinijf as food booonu's di^nr, incnaisin^’ rus 
Food (loc.liiuis in ])rio<\ A portion of tho a.dvant.ag‘<^ 
wlu(‘.h tho poor would dorivi^ from t.ln^ oIu‘ap(uiin<j;’ of food 
is therefore ultinuitely losl* to tluau, lM'ea.us(' the iiu'naast^ 
of po|>ulatiou wliioh is stimulato<l liy e.laNn,p idod has a 
tondoncy to lower wages. 

Tli<‘ eiuises whiol) iiiiliuuie.o (he aeiuuniihition of ('apital 
an^ (‘.xlriMnely \wious. Miudi depiuids upon national 
raeter; one nation rnay be fa,r nion^ prud,<‘nt» a-nd may pos¬ 
sess niueh more tVvresight tluin anotlnu'; tlu' iidnihiianis of 
one (W)untry may (uinsunu^ in tlufir own piU'sonal enjoy- 
nnait, aJiuost aJl tlu^ wiadth (Jay can obtain, whilst in an- 
otlua*counirry salving is proniotixlby IJumuosI rigid economy. 
No na.(,ion will man' a.t.‘eumula,to- a la,rgo amount <»f t'apital 
for (Jh^ pur|K)s<^ of applying it (o prodmdive purpojJcs, unifil 
(lu'rt‘ is sulliciimt soeia .1 oi'der (>0 rmuhn' propmiy secnii'ia 
Hut iudipmahnitly ol* any effects producixl upon I lie ataai- 
mulation of taipitaJ by (rdleren<‘es in the (diaratder ami 
e,on(lition of va.rious naiions, it may he obsm'ved (bat t.he 
a.(Haumda,tiion of ca,pi(,aJ is always injlmnuHal by the raie. 
of proht. If, for instn.nce, (.he enrreni. ra,te of interest 
should he grixitly imirt'astnl in ,lbigla.iuh an a.ihlitional 
inducement would bo ofh'nsl to I'very om^ lo aa.Vi*; 
the rc'snlt would be strikingly exliibihal liy a. grtxitly in- 
<!r(‘as(ul aeeunudation of capita,!. The a,mount of wi'alilg 
therefore, which is sa,ve<l in a, <u)untry is kt‘pt» ns it were, 
confined be.tweini C(Ti,a,iu limil,s by a stdfnuhaag agency* 
if or if in a.ny pa,r(,i,cular yea,r tlun'e should he sonu^ irregu- 
hu'ity which should ca.us<'. a much largm* (’apil-ai i-o ho 
sa.ved than is cuslonuuy, the la-bourers would, in lam- 
s<,‘(p.ience of tins a,ngm(ni(.a,Uon of eapitai, naadivt^ higluT 
wages; (he cost of their labour would thus be increastal, 
the ra,(,e of prodt would diminish, and the, current nUt‘ of 
‘in(;erest wmdd ialh Jii this manner less imhuannent 
would 1)0 held out for individuals to save, a.ud a forec^ 
wmnlil ho created to restore capital to its formm" a,mount<* 
Suffi<aent ca.pital might soon be accumula,tc<l in Ifnglaml 
to rednee the current rate of interest (,o two pm‘ emit. 
This was the current rate of interest in Holland at the 
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end of the last century; the Dutch at that time wore 
therefore content with two per cent., hut the English 
are not satisfied unless three per cent, can he obtained. 
The current rate of interest, therefore, to a great extent, 
depends upon national character; for if the English, as 
a nation, became more prudent, and more anxiovus to 
save, the current rate of intei'est might rapidly decline to 
two per cent. 

The effect which is produced upon the rate of profit by 
the last of the three variables, upon which the cost of 
labour depends, has not generally been sufficiently con¬ 
sidered. Suppose an employer pays 1000^ in wages, a,nd 
that his labourers spend the greater portion of those 
wages in purchasing food. We have ascertained that an 
agi’icultural labourer with a family consumes forty per 
cent, of his wages in purchasing bread; 400^. therefore, 
out of 1000^. paid in agricultural wages, is devoted to the 
purchase of breadh Suppose, by some cause, such as the 
introduction of free trade, that the price of bread is re¬ 
duced one-fourth; a loaf before sold for Is. 4c?. now only 
costs Is.; SOOZ. will purchase as much bread as 4()()Z. did 
before the price of bread was reduced. The labourers 
therefore, who amongst them received lOOOZ. in wages, 
will now be quite as well off if they only receive 9()()Z’. 
Their real wages will remain unchanged, although their 
nominal wages have been reduced one-tenth. The cost, 
of labour might thus, in consoquonco of bread Inuini- 
cheapened, he reduced one-tenth, without the condition 
of the labourer being in the slightest degree doteriorattid. 
But the question may very reasonably be asked. Will tlui 
employer be able to appropriate to himself the whole 
advantage? Is cheap food alone instrumental in incnuis- 
ing the rate of profit ? We shall be able to extfiaiu why 
this seldom or never takes place; the advantage is iti- 
variahly shared in the first instance betw'eon the emtiloyer 
and the labourer. When the cost of labour is diminhslicd, 
the capital previously existing can support an incroasud’ 
amount of industry. In the example wo have ahovo 
given, a farmer, in consequence of bread being cheapened, 
pays only 900Z. m wages instead of lOOOZ. He, therefore, 

supposed to earn 10s. a weelt, and to have a wife 
and two children; the pnee of bread being Is. the a lb. loaf. 
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has lOOi. to spare. This he may apply in employing more 
labourers on his farm, or he may invest it as capital in. 
some other undertaking. In either case, the labourers 
as a class are benefited by a proceeding which virtually 
increases the capital of the country, and therefore the 
demand for labour; but if this be so, their wages will be 
raised, and they will share with their employers the ad¬ 
vantage of cheap food. One case may be supposed in 
which the labourers would not be benefited, even iu the 
first instance, by cheap food. If the lOOZ. which, in the 
above example, the employer saves by the cost of labour 
being diminished, is not saved as capital, but is spent 
upon the employer’s own enjoyment, the labourer’s wages 
will not be increased; for the capital of the country will 
be decreased in proportion to the diminution in the cost 
of labour. The case last supposed would rarely occur, for 
an increased rate of profit seldom makes men more ex¬ 
travagant ; it in fact produces an opposite influence, 
for it most powerfully stimulates the accumulation, of 
capital. 

In describing the advantage which cheap food confers 
upon the employer and the employed, we have been careful 
to denote that the benefit enjoyed by the labourer may only 
be a temporary one. It has already been stated that a 
considerable portion of our population is in so low a con¬ 
dition, both socially and morally, that even a slight addi¬ 
tion to their means of livelihood immediately causes an 
increase in the number of marriages. In a few years 
there is consequently an increase in the supply of labour, 
which will probably more than absorb the advantage the 
labourers might have derived, either from the cheap¬ 
ening of food, or from any other circumstance calculated 
to improve their material condition. This affords an ex¬ 
planation of the comparatively small effect which free- 
trade has produced upon the condition of our worst paid 
labourers. It was supposed that when the com laws were 
repealed, pauperism would become almost extinct. The 
country has enjoyed free-trade for 20 years, and the 
poverty of the poor is scarcely diminished, and pauperism 
still assumes most serious proportions. It will be shown, 
in a subsequent chapter on the poor law, that these sad 
and disappointing facts are a striking illustration of the 
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important principle that an improvement in the material 
condition of the labourer cannot be permanent, unless 
it is accompanied by a corresponding social and moral 
advancement. 

Before concluding this chapter, it is important to direct 
attention to the great influence exerted upon profits and 
v^ages by the export of capital. It has already been shown 
that the current rate of profits may be regarded partly as 
the cause and partly as the effect of the amount of capi-^ 
tal accumulated. An increase in capital tends cceteris 
paribus to lower the rate of profit; whereas an advance in 
the rate of profit promotes the accumulation of capital. 
It is however essential to bear in mind that only a 
portion of the aggregate wealth which is annually saved 
in any country is invested in its own industry; the re» 
mainder is exported to be employed as capital in other 
countries. Hence the capital annually saved in such a 
country as England is divided into two portions; that 
portion which is exported produces no immediate effect 
upon the current rate of wages and profit prevailing in 
England. Consequently in all discussions relating to 
wages and profits, it is important not only to consider 
the whole amount of capital annually saved, but parti¬ 
cular attention must be directed to the portion of this 
aggregate capital which is retained for home investment. 
It is evident that the relative magnitude of the two por¬ 
tions into which a nation’s capital is thus divided will be 
regulated by the profits which are respectively realised by 
home and foreign investments. If a rise in the rate of 
profit abroad should be unaccompanied by any advance in 
the rate of profit at home, an influence is at once brought 
iuto operation to increase the relative amount of the 
capital which is exported, and consequently to diminish 
the amount retained for home investment. Although, 
therefore, there is no diminution in the national capital, 
yet as a smaller amount is employed in home industry, 
the effects that ensue will, in many respects, be analogous 
to those which would occur if the amount of wealth an¬ 
nually saved wep diminished. This is particularly the 
case, as shown in the previous chapter, with regard to 
wages, which, depending upon the amount of circulating 
capital, must evidently be regulated, not so much by 

N2 


BOOK II, 
OH. V. 


The infiu- 
ence exerted 
on profits 
and wa(/es 
by the ex-* 
port of 
capitaln 



I So 


Mmml of Political Economy.^ 


tlio wholo amotint of capital annually saved, as by the 
amount ■which is retained for homo investment. It _ -will 
bo very necessary to bear this in mind when consider¬ 
ing the various expedients which arc resorted to for 
raising wages. It may bore be generally said that an 
advance in wages, unaccompanied by any increase in the 
efficiency or productiveness of labour, can seldom confer 
a permanent benefit upon the labourer, buch an ad¬ 
vance in wages will lower the rate of profit at home; 
a oToatcr proportion of the national capital will therefore, 
bo'^invested abroad; the circulating capita^l m the country 
itself will bo diminished; or, in other words, its wage fund 
Avill bo decreased. 
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PEASANT PEOPEIETOES. 


T he reader lias already been warned against the con¬ 
clusion that the present system of landed tenure in 
England is to be regarded as the type of that which pre¬ 
vails throughout Europe and the other civilised parts of 
the world. A very considerable portion of the land in 
England belongs to the large estates of the aristocracy; 
land is rarely cultivated by its owner. The farms in 
England are generally large, and are becoming larger; 
they are almost entirely cultivated by hired labour; and, 
consequently, the produce of the land has to be distributed 
amongst landlords, farmers, and labourers. But the con¬ 
dition of England in this respect was, a few centurlcB 
since, very different. No class of men in our early annals 
occupied a more prominent or honourable position, thaii 
the yeomanry. Their praises have been sung by our 
greatest poets; their sturdy indepcndonco on many occa¬ 
sions preserved the liberty, and proved the courage, of 
the English race. The tenant farmers of the present day 
differ essentially from the old yeomen of England, who 
were freeholders, cultivating the land which they owned. 
Their holdings were generally much smaller than those of 
the present day. In many continental countries, such as 
France, Norway, Switzerland, Italy, Belgium, Prussia, and 
some of the German states, nauch of the land is still 
possessed by small proprietors, termed peasant proprietors, 
who own the land which they cultivate. A peasant pro¬ 
prietor frequently cultivates his farm entirely by the la¬ 
bour of himself and his family. In this case, land, labour. 
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and capital are all supplied by tbe same individual; he 
therefore claims the whole produce of the land; and rent, 
wages, and profits are merged together. The question as 
to the comparative advantages and disadvantages of culti¬ 
vating the land by peasant proprietors has been, perhaps, 
more keenly discussed by political economists than any 
other subject. On the Continent, not only political econo¬ 
mists, but practical farmers, are decidedly favourable to 
peasant proprietorships; they can of course watch the 
system in actual working, and are therefore in a much 
better position to judge of its effects than we who have 
now no opportunity of observing any considerable tract 
of land in England cultivated by peasant proprietors. 
English opinion is so strongly in favour of large farming, 
that we may naturally expect to find that our countrymen 
almost invariably express themselves antagonistic to a 
system of peasant properties, which implies small farming. 
Amongst English political economists the two most pro¬ 
minent champions of the system are Mr. Mill and Mr. W. 
T. Thornton. Both of these writers have collected a great 
mass of facts bearing upon the subject, and have discussed 
these facts with the most perfect impartiality. Much of 
the opposition which has been expressed by English writers 
towards peasant proprietors is undoubtedly due to a radi¬ 
cal misconception. Peasant proprietorships imply small 
farms, but a small farm cultivated by its owner differs 
essentially from a small farm either occupied by a ten¬ 
ant at will or rented upon a lease; we believe that the 
whole advantage which can he attributed to peasant 
properties is almost entirely due to the fact that the cul¬ 
tivator owns the soil which he tills. The well-known 
Arthur Young, whose preference in favour of large farm¬ 
ing was most decided, has very happily said ‘Give a man 
the secure possession of a bleak rock, and he will turn it 
into a garden; give him a nine years' lease of a garden, 
and he will convert it into a desert.’ 

In a previous chapter, various reasons have been stated 
which lead to the conclusion, that large farms are more 
productive than small farms, when land is cultivated not 
by its owner, but by a tenant h ■ This opinion is corrobo¬ 
rated by the facts of every-day experience; for there can 
1 See Book!., Ckap. VI. 
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be no doubt that the size of farms in England is increas¬ 
ing, rather than diminishing; and the advantage of largo 
farms is sure to be more prominently shown, as machinery 
of an expensive character becomes extensivcijr used in 
agriculture. It cannot he supposed that^ small farms are 
being absorbed into larger ones, simply in consequence of 
the caprice of landlords; the absorption takes place, be¬ 
cause tenants and landlords have alike learnt that ahiglier 
rent can be paid for a farm of six hundred acres, tlian for 
the same land divided into two farms of three hundred 
acres. But, although it can he proved that large farming 
is more productive than small farming, yet such a con¬ 
clusion does not definitely decide whether or not a nation 
is benefited by a class of peasant proprietor’s; for it has 
been already stated, that there is a fundamental distinc¬ 
tion between a peasant proprietor and a small tenant 
farmer. Now we believe that very great social advantages 
are derived from peasant proprietorships; but before en¬ 
quiring into this particular branch of the subject, the eco¬ 
nomical effects resulting from the cultivation of land by 
peasant proprietors will be described. The question is in 
fact reduced to this—To what extent arc the disadvantages 
which are associated with small fai-ming compensated by 
the advantages which arise from the cultivator feeling that 
the land is his own'? We will fi.rst make some general 
remarks on the subject, and then substantiate om: opinions 
by well-authenticated facts. 

Many of the inconveniences which belong to farming 
on a small scale, exert a similar influence whoa an eqtnilly 
small farm is cultivated by a peasant proprietor. Qdie 
want of proper machinery and implements is the most 
formidable difficulty with which small farming has to 
contend; and it may be observed, in Engkmd, tlmt the 
implements and stock of small farms are generally of an 
inferior kind. A small farmer has not sxrfficiont capital 
promptly to take advantage of improved implements, and 
it often would not answer his purpose to make a consider¬ 
able outlay in purchasing a new machine, considering the 
little work it would have to do on a small farm. TIio 
expenses of a small farm are comparatively much greater 
than those of a large one; a flock of six Imndrod sheep 
would probably require only one shepherd, hut six separate ' 
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flocks of a kuiidred sheep would each require a shepherd 
A similar consideration applies to much of the other la¬ 
bour which is employed upon a farm; a farmer is oblio*ed 
to spend the same time in going to a fair or market 
whether he has 50Z. worth of stock or corn, or whether he 
has^500Z. worth to dispose of. Farmers appreciate this 
for it is proverbially said that small farms cannot compete 
with large ones, because the profits of a small farm are 
eaten up by expenses. A small farmer in England is 
generally occupied, partly in labouring himself, and partly 
in superintending the labour of others. Frequently he is 
efficient neither as a labourer nor as an overlooker of la¬ 
bour; and the want of industry in our’ small farmers has 
been often remarked. It must, however, be borne in 
mind, that both the large and small tenant farmers have 
no adequate interest in improving the land; for if capital 
is spent by a tenant farmer in improvements, the landlord 
at the expiration of the lease, may appropriate the whole 
advantage to himself by raising the rent. There are 
moreover, improvements of a more difficult and delicate 
kind, which, it appears, will never be carried out unless 
the cultivator is stimulated to the most watchful and un¬ 
tiring industry, by the feeling that the land which he im¬ 
proves is his own ^ property. The testimony of Arthur 
Young on this point is very valuable:—'Leaving Sauve,’ 
says he, was muqh struck with a large tract of land, 
seemingly nothing but huge rocks, yet most of it enclosed 
and planted with the most industrious attention. Every 
man has an olive, a mulberry, an almond, or a peach-tree, 
and vines scattered among them; so that the whole 
ground is covered with the oddest mixture of these plants 
and bulging rocks that can be conceived. The inhabitants 
of this village deserve encouragement for their industiy, 
and if I were a French minister they should have it. They 
wmuld soon turn all the deserts around them into gardens. 
Such a knot of active husbandmen, who turn their rocks 
into scenes of fertility (hecame, I suppose, their otun), 
would do the same by the wastes, if animated by the same 
omnipotent principle.’ Again, ‘Walk to Eosendal (near 
Dunkirk), where M. le Brun has an improvement on the 
Dunes, which he very obligingly showed me. Between 
the town and that place is a great number of neat little 
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jiouses, built each, with its garden and one or two fields 
exidosed, of most wretched Howing^ dune sand, naturally 
white as snow, but improved by industry. The magic 
of property turns sand into gold.’ ^ 

Flanders affords the most striking example of the in¬ 
fluence produced by what Arthur Young so ^aptly terms 
< the magic of property/ The farming both in East and 
“W^est Flanders has long been celebrated; it is unsurpassed 
XU Europe; for, as Mr. M'Culloch says, ‘Its natural soil 
consists almost wholly of barren sand, and its great fer¬ 
tility is entirely the result of very skilful management 
urtd judicious application of various manures.’ Such a 
tract of land, if owned by a landed aristocracy, would have 
remained a barren waste. It would be worthless to be 
rented by a tenant, and no labour which a landlord could 
tiave hired would have bestowed that unwearied and^ in¬ 
telligent industry which has converted barrenness into 
luxurious fertility. This will become evident when we 
know the agency by which these improvements have 
been effected. It has been frequently remarked by those 
Tfvlio have travelled through Flanders, that the Flemish 
agriculturists want nothing but space to work upon. 
Whatever the quality of the soil may be, in time they will 
make it produce something. The sand in Campinc is like 
■bhie sands on the seashore, of which it originally was a 
part; and here you see a cottage and rude cowshed 
erected on a most unpromising spot. The loose sand is 
lield together in little mounds by the roots of the heath. 
JL small spot being .selected, it is surrounded by a ditch and 
levelled; it is then planted partly with broom and pota¬ 
toes, and perhaps a small patch of diminutive clover, and 
manures both solid and liquid are collected. This is the 
mrcleus from which, iu afew years, a little farm will spread 
uroiind. The only thing that will grow on this sand with¬ 
out manure is broom, and this will be sown if no manure 
can be got, and will in three years be fit to cut, when it 
is sold to bakers or brickmakers. The leaves falling en¬ 
rich the soil, and the roots give it a compactness; it may' 
now he sown with buckwheat or rye without manure. 
When this is reaped, some manure may have been obtain- j 
ed, and a course of cropping may begin. With the aid of 1 
clover and potatoes, a farmer may keep cows and make | 
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manure; tlie improvement will be so rapid, that in a fe 
years the soil will become as mellow, retentive of moistii ^ 
and enriched by manure and the decomposition of veJe' 
table matter, as soil which was originally good; and th* 
crops produced by both soils will be more nearly alike at 
harvest, than is the case in soils of different qualities in 
other countries. The people who have achieved these 
great results in agriculture are principally peasanl^ pro¬ 
prietors, and they labour so earnestly and so intellio'eutlv 
because the ground they till is their own. ' The Flemino*" 
at a time when English agriculture was in a most hack- 
ward condition, followed a most approved system of rota¬ 
tion of crops. The English farmer is generally a better 
educated man than these small Flemish proprietors. He 
has money at his command, a far larger capital than they 
have, and therefore he is able to purchase superior imple¬ 
ments; but a competent authority has observed, Hhat 
in the minute attention to the qualities of the soil in 
the management and application of manures of different 
kinds, in the judicious succession of crops, and especially 
in the economy of land, so that every part of it shall be 
in a constant state of production, we have still something 
to learn from the Flemings, and not from ^an instructed 
and enterprising Fleming here and there, but from the 
general practiceV 

Authorities seem unanimously to agree upon the wreat 
industry evinced by peasant proprietors, and thus peasant 
proprietors would appear essentially to differ from small 
farmers who rent the land they cultivate; for indolehce is 
generally assigned as the fault of this latter class. Mr. 
Ingliss was forcibly impressed with the wonderful industiy 
of the peasant proprietors of Zurich. Mr. Laing, a tra¬ 
veller, who, with singular acuteness, has observed the 
economy of various European countries, remarks, when 
speaking of Norway, the country where peasant pro¬ 
prietors are most numerous, and of longest standing in, 
proportion to the population, ^ if small proprietors are not 
good farmers, it is not from the same cause here which 
we are told makes them so in Scotland—indolence and 
want of exertion. The extent to which irrigation is 

^ See an article on Flemisli Hasbandry in tbe I’armers’ Series of tbe 
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carried on, in these glens and valleys, shows a spirit of 
exertion and cooperation to which the latter can show 
nothing similar/ Once more we will quote Arthur 
Young, who has most happily expressed the^ effect which 
the feeling of property exerts in stimulating industry, 
r Although Arthur Young often found great fault with the 
agriculture which he observed on some of the small pro¬ 
perties in France, yet he remarks that what he saw in 
France ^proved that property in land is, of all others, the 
most active instigator to severe and incessant labour.^ 
And this truth i§ of such force and extent, that I know of 
no way so sure of carrying tillage to a mountain-top, as 
by permitting the adjoining villagers to acquire it in pro¬ 
perty; in fact, we see that in the mountains of Languedoc 
they have conveyed earth in baskets on their backs, to 
form a soil where nature had denied it.' It has ^ been 
often urged as an objection against small properties in 
land, that there are many important improvements which I 
can only be carried out by a cooperation of labour and by 
a combination of resources, which, it is supposed, would 
not exist among small proprietors. For instance, it may 
be impossible to drain one isolated field, if those around 
it remained undrained; an outlet must be found for the 
water, and in this way the interests of an adjoining pro¬ 
perty might be affected. Again, in many countries the 
fertility, and consequently the value, of the land depends 
on irrigation. Any one who is acquainted with those 
works of irrigation which have converted many of our 
English valleys from almost useless swamps into the 
richest meadow-land, will no doubt have observed, that 
the most expensive of these woi'ks ax'e not constructed for 
any particular field, but seiwe a large tract of country. 

: Therefore it might be supposed that irrigation would 
never be attempted, if it were necessary to consult the 
conflicting interests of a great number of small pi‘o- 
prietors. Such a supposition is completely met by the 
testimony of Mr. Laing with regard to Norway, who 
assures us that, in many districts entirely occupied by 
peasant proprietors, irrigation is carried out to its fullest 
. possible extent. Mr. Laing emphatically speaks, not only of 
the industry, but also of the cooperation of labour, shown by 
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English -writers, whilst allowing that a small proprietor 
may culti-vate his land with great care, have almost inva- 
riaWy assumed that this kind of cultivation is more suit¬ 
ed to a garden than a farm, and hence it is frequently 
stated that farming by peasant proprietors is much more 
expensive than farming on a large scale. The gross pro^ 
duce from small properties may be greater, but the nett 
produce, it is said, cannot be. Some continental agricul¬ 
turists have, however, enquired into this subject with 
great care, and their conclusions are worthy of attentive 
consideration. Amongst' a great number of German wri¬ 
ters whose opinions upon this subject coincide, we select 
Albrecht Thaer, a writer on the different systems of agri¬ 
culture, and who had, in some of his earlier works, ex¬ 
pressed himself very decidedly in favour of large properties 
divided into large farms. He says he is convinced ' that 
the nett produce of land is greater, when farmed by small 
proprietors, than when farmed by great proprietors or 
their tenants.’ Mr. Kay, a most intelligent English writer 
also affirms this. ' The "peasant farming of Prussia" 
Saxony, Holland, and Switzerland, is the most perfect and 
economical farming I have ever witnessed in any country.* 
But if the nett produce of land is increased when occupied 
by si-nall proprietors, a large estate ought, of course, to be 
more valuable if it were divided amongst several small 
proprietors. Upon this point we obtained from M. 
Reichensperger some most valuable information, based 
upon personal observation, and upon the most accurate 
statistical facts. He expresses a very decided opinion, 
not only that the gross produce of any given number of 
acres held and cultivated by small or peasant proprietors, 
is greater than the gross produce of an equal number of 
acres held by a few great proprietors, and cultivated by 
tenant farmers; but that the nett produce of the former, 
after deducting all the expenses of cultivation, is also 
greater than the nett produce of the latter. He men¬ 
tions facts which seem to prove that the fertility of the 
land, in countries where properties are small, must be 
rapidly increasing, and substantiates this opinion by prov¬ 
ing that the price of the land which is divided into small 
properties in the Prussian Rhine provinces is much higher, 
and has been rising much more rapidly, than the price of 
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land on the great estates. This is the most conclusive 
testimony which can be given in favour of small landed 
properties; it is in fact a practical and complete solution 
of the question, for upon this subject abstract reasoning 
will have little effect in convincing the great bulk of 
mankind. Even if a very strong case can be made out 
in favour of small properties, it will not convince a 
people like the English, who are accustomed to a different 
system; they will naturally say—If small properties are 
more advantageous, an estate if divided would realise a 
larger price; and therefore a large estate, whenever it was 
sold, would inevitably be partitioned into a great number 
of small properties. The reverse of this, however, has 
taken place in England; estates have not been more sub¬ 
divided, for it is well known that within the last few 
years, in almost every district, a great number of small 
properties have gradually been absorbed, and combined 
into large estates; this apparently affords very strong evi¬ 
dence that small properties are not in England economi¬ 
cally advantageous. 

It is often erroneously imagined, that if a political 
economist describes the advantages which are conferred 
upon a nation by the existence of a class of peasant pro¬ 
prietors, he must therefore be anxious to introduce small 
properties into a country like our own by some compulsory 
measures. But many of the advocates of peasant proper¬ 
ties desire no more than that legislation should not foster 
one system of landed tenure more than another. If the 
law of a country gives no artificial encouragement to any 
particular form of landed tenure, then the development of 
any system would be spontaneous, and would prove its 
economic advantage. In England, many circumstances 
combine, not only to prevent the partition of largo into 
small properties, but also to encourage the rapid absorp¬ 
tion of the small properties, which were so numerous in 
former times. The influence thus exerted to encourage 
the aggregation of land is partly due to our law of real pro¬ 
perty ; partly to customs which this law fosters; and also 
partly to causes which may be described as natural, and 
whose operation cannot therefore be directly controlled. 
Taking these three different classes of circumstances in 
order, it may be sufficient here to state that the legal 
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influence referred to arises from the law of primogenituro, 
from the power of entail, and from a system of conveying 
landed property which is costly and cumbrous. It is no 
doubt often truly said that in England primogeniture is 
maintained much more by custom than by law. No one 
is compelled to leave his land to his eldest son j and the 
only occasion in which the eldest son is necessarily pre¬ 
ferred to the younger children is in the case of intestacy. 
When it is remembered that few people die Avithout a 
will, it is often argued that the law of intestacy, with 
regard to real property, produces but a very slight effect. 
It" is, however, impossible to say to what an extent the 
custom of primogeniture, which so generally prevails in 
England, is encouraged by this law. When a man dies 
without a will, it is only fair to conclude that such a 
disposition is made of his property as the State doema 
to bo most strictly jiist. The law of England, therefore, 
virtually affirms that in the case of personal property all 
the chiidren of a family shall bo treated alike; but Avith 
regard to real property the extraordinary doctrine is laid 
down, that it is just that the eldest sou, to tho_ exclusion 
of his motlicr and brothers and sisters, should inherit all 
the land possessed by his father. To prefer one child 
before all the rest is so contrary to the instincts of hu¬ 
man nature that tiro custom of primogoiriturc could not 
ho maintained unless some collateral advantngc'.s wercr 
associated with it, or unless the custom derived some such 
sanction as is given to it by the law of this country. 
In feudal times there were collateral advantag('.s asso¬ 
ciated with primogeniture, because it was ncctissary to 
keep landed estates intact for purposes of protiiction. 
But now that property is secure tho unnatural iu.stitvi- 
tion of primogeniture has no defence except that whiidr 
it derives from tlio sanction conferred upon it by our law 
of intestacy. 

But great as is tho influence which is exerted upon 
tho aggregation of land in England hy the law and custoitk 
of primogenituro, tho effect produced hy the poAver of 
entail is probably still greater. Our law enables land f o 
be settled upon any number of lives in being, and upoi» 
the unborn child of the survivor. Directly such a aetthi- 
ment is made, it is impossible to sell tho estate affected 
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by it, until that long period has elapsed -when the imliorn 
child of the survivor shall have attained his majority. 
There can be no doubt that by far the greater part of 
the whole land of this country is thus settled. Oonso- 
quently only the remaining portion can ho regarded as 
a marketable commodity. The direct result of this is 
that so far as thc_ selling of land is conccimed its supply 
is artificially restricted. A powerful monopoly is in fact 
constantly in operation, and consequently in this country 
land obtains a monopoly price. 

The acquisition of small properties in land i.s also im¬ 
peded by our cumbrous system of conveyancing. There 
is not any great difference between the cost of convoying 
a small and a large estate. It is therefore manifest tliat 
a heavy penalty is imposed upon the subdivision of land 
when the expense of convoying a small plot of ground 
represents no inconsiderable portion of its price. 

Beside these causes which arc connected with laws that 
can ho at once repealed or modified, the aggregation of 
land is promoted by other circumstances whioh (!:iuno(i 
be so directly controlled. Thus in a country which i.s 
advancing in wealth and population the number of people! 
who are able and anxious to purchase land is constancy 
increasing. The possession of laud confons .social ])o.si(.i(m 
politiccil influence. If u inuTi owjus ih (hslute 

he is certain to bo made a deputy lieutimaut jiud ])ro- 
hably high sheriff of his county; those .socsial disLinctious 
are highly valued. Tho po.ssession of land euuhloH a man 
to enjoy the pleasures of a country life. There.! .art! con¬ 
sequently many collateral advantages as-sociated wil,h l,h(> 
ownership of land; which, in a country .such as our own, 
are each year increasing in value. The price wliicli is 
mid for landed property is tliorofore componed of two 
elements. The one represents tlio agriciiltund vtiluo of 
the land and may bo estimated by* tlio rout annually 
yicidecl ILe otber element represontB tlu^ ])(u,!uniary 
value of tlioso collateral advantages associated with laiut 
winch have just been alluded to. It is manifest that if 
this last element constitutes any considerablo portion of 
the whole value of tho land, a man cannot alforfl to 
become the purchaser of land who desires to cultivate 
for profit. It has been previously stated that in a 
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BooKn. thickly peopled country such as England, the difference 
■ . between the market value and the agricultural value 

of land steadily increases; hence each year a smaller 
area of our land will be cultivated by those who own 
it. This tendency to separate the cultivation from the 
ownership of the soil is, as previously explained, greatly 
intensified by various laws, such as the law of primo¬ 
geniture and entail. It therefore becomes of particular 
importance as far as' possible to remove all the encou¬ 
ragement, thus artificially given, to promote the aggre¬ 
gation of land. The opinions of the highest authorities 
on Agriculture, such as Arthur Young and others, have 
been quoted to show that the feeling of ownership exerts 
by far the most powerful influence that can be brought 
into operation to secure the most cfliciont cultivation of 
land. The same opinion has been strongly expressed by 
Adam Smith and by almost every other distinguished 
political economist who has written since his time. 

Social After having pointed out some of the economic dis- 

effecu of advantages associated with the aggregation of land, it 
lysteinf^'' important to enquire whether there are any 

counterbalancing advantages resulting from our existino' 
system of landed tenure. Even those who are most decided 
in their opinions as to the productiveness of England’s 
industry, must feel that the condition of those who are 
employed in agriculture is most unsatisfactory; for there 
are few classes of workmen who, in many respects, are so 
thoroughly wretched as the English agricultural labourers. 
Extreme They are so miserably poor, that if they were converted 
into slaves to-morrow, it would be for the interest of their 
labourers. Owners to feed them far better than they are fed at the 
present time. In all those localities which are at a con¬ 
siderable distance from the manufacturing districts, ten 
shillings a week may be regarded as the maximum of 
agricultural wages during the winter months. A moment’s 
consideration will show that such wages are barely suf¬ 
ficient to supply the first necessaries of life. Meat cannot 
be_ tasted more than once a week, and those wlio have to 
exist on this scanty fare are more exposed than any others 
to the inclemency of our trying climate. Such wages will 
not permit the slightest provision to be made, either for 
sickness, or the feebleness of old age. Throughout a 
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large agricultural district -with which I am intimately 
acquainted, I know that the great majority of the agri¬ 
cultural labourers have not saved a single penny; to them 
a life of toiling and incessant industry can offer no other 
prospect than a miserable old age; for when they are too 
old to labour they will either be paupers in the work- 
house, or they must come, as suppliant mendicants, for 
parish relief But _ even the physical suffering which is 
associated with their poverty is not the worst feature of 
their condition; their ignorance is as complete as it is 
distressing. Improved schools, enormous educational 
^ants, and a general zeal for instructing the poor, have 
failed to educate the agricultural labourers. The reason 
of the failure is obvious. When children leave scliool 
at eight or nine years of age, to become ploughboys, the 
little that has been learnt is sure to be forg'otten; and 
the consequence is, that in many large agricultural vil¬ 
lages there is not one young man who can read suffi¬ 
ciently well to understand a newspaper! Barents may be 
accused of neglecting their children's welfare; but how 
can we expect those who are so miserably poor, and 
who are ignorant themselves, and know not the value 
of knowledge, to sacrifice the two shillings a week that 
a child of eight or nine years of age may readily 
earn ? Other countries, no doubt, possess labourers who 
are equally poor, and equally ignorant; but the poverty 
-and the ignorance is heightened, when contrasted with 
the accumulated wealth and the vaunted civilisation 
with which it is surrounded. We make these rcnia.rks 
m order to show, that even if the system of laiuh'd 
tenure in this country is productive of wealth, yet that 
the distribution of this wealth is so unsatisfactory, that 
those whose labour is instrumental in producing it are 
miserably poor, and their life in evciy respect most iin- 
enviable. They have, in fact, to work with the regu¬ 
larity of machines, without hope that their condition will 
be improvedb 


^ Since this description of tlie condition of tlio affricTiltnrni 
was written, a remarkable movement inaugurated by Mr Arch has led 
to the estabUshment of agricultural umonl Those oo f 

en they effected a not unimportant rise in agricultural wages througli- 
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LiU< us now enquive ■wbotlier the coiiclitiou ol UiU 
cultaral community is more desirable when, the lami is 
owned and cultivated by peasant jiropnctors. J-H^lore 
(juotinff any special instances, it maybe mentioiied tlmi- 
fclie condition of a man Avbo can enjoy the entire Iruits 
of bis own labour is in every respect suponor to the 
condition of one who is aiinply a hired ]al)oure.r, and wlio, 
conseinicntly, has no direct intcu'est in the work upon 
wli icb he is 'em])loyeil. The facu Ities (if the hitter are never 
fully stimulated, 'ids hopes arc not excited by 
biK energies are not called forth to contend with tlio 
(lifiicnlties and disaBterH to wlric.li cnany ^cvinpliiyrr iB 
liable; bis liie is, in feet, one of dull routine it JHiiy be 
said that he is spared inaiiy anxieties, with wliuili llio 
labourer who is his own master lias to coiiteiul. .but it is 
almost a truism to a,ssert, that these cares and anxieties 
are the most valuable iiistrumoiits of eduea,ti(ui, and that 
without them the lmma.ii faculties can never be a.dcqua,iely 
(leveluped. These j-uiieral ohscrvatioiis may lie eonuho- 
lulud by actual experience, at least in the ease ol: an 
a.<fricultural community. All wril.ers on pe.asant |)ro|irie- 
[ tors hear the. most decided testimony to their incessant and 
hiitelli>;ent mdustry. Jii Swifeerla.iid, Kra.nee, .1'luiiders, 
a.iid I'lui llhinc-laiui, we are tuld that the small proprietiirs, 
who cultivate their own land, eeoiioniise their time with 
the most scrui>ulous care; tlie.y earnestly strive to l.iirii 
every half lieur to the utmost possible a,dva,ii(,a,i<'e; they 
work early and late, and tlieir laheur exhibits a waleli iil- 
lU'SS, and a fostering attention, wliieli is never aequired by 
hired labourers; magical is the iiilhieiiee which (lie reeling 
of property exerts, and truly indeed has it been Ka.id_ liy 
Arthur Young, that it is potent enough to turn sa.iul into 
gold, and convert a desert iuln a garden. So great is (lie 
industry of peasant proprietors, that some writers liaye 
alleml, that they are too industrious; that the.y arty m 
fact, too ixiucli ciigrosBod in tlic l>UBiucHB of lilc» J>iii it iS 

out tlio country- TliiH riwe oven in tiio aiHiriclH ^v^lo^o tlio lowoiii vaLo of 
wa«08 prcmiilod aniountoa to not Iohh tlxan a. wook ; ni otlior (liMlnctH 
ail advance of or d.s. a, week wan noeurtuL JO'oiii wlia-t liaa aln'atly 
been oiiBorvotl (;iH 7 'l) of Lliin numniieiili, it Hotnim likely m>l. only ob¬ 
tain a iiiglier rcmuiK'raliou for ilio aKriouliural labourer, but il. ui awo 
likely to exert a powerful iufluoneo in proniotiuf,^ liin ^^oiuu’al welfarO* 
a^kiB Bubjoct will bo refurred to again in the Obapier on Traile linieuB. 
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■vrith reference to the prudential virtues, that they offer the 
most striking contrast to our hired labourers. The worst 
paid workmen in this country are so thoroughly reckless, 
that they seldom show any foresight for the future; and 
many, consequently, who are impressed with this fact,"have 
maintained, that higher wages effect no permanent im¬ 
provement in the condition of the poor. They do not 
save their increased eaniings, hut they either marry witli 
increased recklessness and improvidence, or spend more 
money in drink. Improved education would no doubt 
poweifully tend to correct these faults, for an almost en¬ 
tire absence of piuidence is one of the most certain effects 
of Ignorance. The life of a hired labourer can exert no 
mfluence whatever towards cultivating prudential habits. 
His poverty IS so great, that he, when he has the means, 
natmally indulges in somewhat better living; and even if 
he should, by dint of great sacrifice and exertion, accumu- 
late a tnfling ainount of money, he very seldom has aiiy 
eligible opportunity of investing these savings. Ho defi¬ 
nite prospect is held out to him, that his savings will 
ever enable him to occupy a different social position. If 
a hired labourer saves twenty pounds, he has no chance of 
investing it as capital in some profitable employment ■ the 
only puipose to which he can devote it, is to place it in the 
savmgs bank, where he can obtain something below the cur¬ 
rent rate ot_ interest. How much more powerfully will pru¬ 
dence be stimulated, if a definite prospect is hold out, that 
a labourer might in the course of time, by means of 
savmg, acquire r small landed property! The value of 
such an acquisition to the labourer is not to bo estimated 
by the amount of wealth with which it enriches him It 
makes him in fact a different man; it raises him from 
the position of a labourer, and calls forth all those active 
qiiahties of mind which are sure to he exerted when a ‘ 
man has the consciousness that he is working on his own 

These remarks ai'e corroborated by the unanimous testi- 

authorities; for it lias been 
repeatedly afldrmed that peasant proprietors are invariably 
so anxious are they to accumulate 
capital, that the style of their living has often been errone¬ 
ously supposed to denote poverty, when it is simply a 
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result of great economy. The advantage to be derived 
from saving is brought most distinctly home to them. A 
small proprietor knows, that if he can save a few pounds, 
he will be able to have another horse or cow, or perhaps 
some new implement, and he is able clearly to foresee the 
profit which he will derive from such a purchase. Let 
a man once feel how efficient th^ wealth which he saves 
may become in producing more wealth, and he is sure in 
future to exert himself actively to accumulate capital. Mr. 
Browne, who was a few years since the English consul 
at Copenhagen, has made some most interesting observa¬ 
tions with reference to the peasant proprietors of Den^ 
mark. He bears the most decided testimony to their 
thrift, and also to the superior comfort in which they live. 
Thus, he says, ‘ The first thing a Dane does with his 
savings is to purchase a clock, then a horse and cow, 
which he hires out, and which pay a good interest. Then 
his ambition is to become a petty proprietor, and this class 
of persons is better off than any in Denmark. Indeed, 
I know of no people, in any country, wdio have more 
easily within their reach all that is really necessary for 
life, than this class, which is very large in comparison 
with that of labourers.’ 

A system of small landed properties has sometimes 
been condemned, because it is supposed to encourage a 
reckless increase of population. Upon this point the late 
Mr. Eichard Jones was most strong in his denunciation; 
but although this political economist collected many most 
valuable facts, yet he was prone to make unsupported 
statements, and often called upon his readers to reject 
a theory, or to assent to some particular opinion, upon his 
own unsupported assertion. Mr. Jones says that the 
peasant proprietors are ' exactly in the condition in which 
the animal disposition to increase their numbers is checked 
by the fewest of those balancing motives and desires 
wdiich regulate the increase of superior ranks, or more 
civilised people.’ But he gives no reason for this opinion, 
nor does he attempt to support it by specific facts. Many 
other writers besides Mr. Jones have maintained that 
small landed proprietors must become gradually impover¬ 
ished, in consequence of the continued division of the land 
amongst the children of each generation. It is not unfre- 



Peasant Proprietors, 


197 


qiiently assumed, that a man will marry directly he ac¬ 
quires a small landed property, a large family will have 
to be maintained, and that the father will be able, 
at his death, to make little or no provision for his nu¬ 
merous children, unless he either divides the land which 
he owns amongst them, or else leaves the land to one 
of his children heavily encumbered with annuities, to be 
paid to the rest. In order to disprove such suppositions, 
we will in the first place show that all d pynori reasons 
would lead us to conclude that the acquisition of property 
will act more powerfully than any other circumstance to 
make a class prudent with regard to marriage; we shall, 
in the second place, adduce specific facts bearing upon the 
slow rate of the increase of population amongst peasant 
proprietors. 

The most casual observer must have remarked that the 
poorest classes in this country show the greatest impru¬ 
dence with regard to marriage. As a general rule, a man 
does not marry, in the middle and upper classes, unless he 
believes that he shall, at any rate, be able to give his 
children as good an education as he has himself received, 
and be also able to place them in a social position similar 
to that which he himself occupies. The majority of men 
are accustomed to some particular style of living, and 
they generally refrain from marriage, if the increased ex¬ 
penses of married life would compel them to live in a 
manner which would not give them, wdiat has boon aptly 
termed, ^their habitual standard of comfort.’ But -the 
very poor are not influenced by any such considerations— 
they are not restrained from marriage by a desire to pre¬ 
serve a certain standard of comfort. What standard of 
comfort could the miserable cottiers of Ireland have had ? 
Those who are accustomed to poverty do not attempt to 
exercise any restraint with regard to marriage; and 
amongst such persons, population is only restrained by 
the great mortality which prevails amongst the very poor, 
and more especially amongst their children. But when 
a labourer becomes a small landed proprietor he is at 
once influenced by the same motives which render the 
middle and upper classes prudent with regard to mariiage. 
A person in the middle classes appreciates the value of the 
position he occupies ] and he will not marry, if marriage 
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will SO impoverish him as to render it necessary for him to 
resign his position. A small landed proprietor mnst be 
quite as forcibly convinced of the superiority of his own 
position compared with that of a hired labourer; and he 
will be equally careful not to marry, if he considers that 
the expenses of a family would force him to give up this 
position, and would compel him to sell his land, and return 
to the ranks of the ordinary labourer. There is, moreover, 
abundant evidence to prove that peasant proprietors are 
acted upon by these motives. Sismondi, perhaps more 
than any other waiter, has been impressed with the evils 
which result to the poor from over-population, consequent 
on imj)rudent marriages; and his strong advocacy of 
peasant properties is principally based upon the convic¬ 
tion that the system acts powerfully to restrain popula¬ 
tion. His testimony with regard to France is extremely 
impox'tant, because in France the system of peasant 
proprietorship is put to the most severe test, by the 
operation of the law which forces the equal division of 
landed property. Sismondi says, 'There is no danger 
lest the proprietor should bring up his children to make 
beggars of them. He knows exactly what inheritance he 
has to leave them; he knows that the law will divide it 
equally amongst them; he sees the limit beyond wdiich 
this division would make them descend from the rank 
which he has himself filled, and a just family pride, 
common to the peasant and to the nobleman, makes him 
abstain from summoning into life children for whom he 
cannot properly provide.' 

Mr. Kay, who may always be relied upon as a most 
accurate observer, shows that the prospect of acquiring 
landed property makes not only those who are engaged 
in agriculture prudent with regard to marriage, but also 
exerts the same influence upon the labourers who are em¬ 
ployed in the adjacent towns. Speaking of Switzerland, 
he says, ' In some parts, as in the canton of Argovie, for 
instance, a peasant never marries before he attains the 
age of twenty-five years, and generally much later in life; 
and in that canton the women very seldom marry before 
they have attained the age of thirty. Nor do the division 
of land, and the cheapness of the mode of conveying it 
from one man to another, encourage the providence of the 
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labourers of the rural districts only. They act in the 
same manner, though perhaps in a less degree, upon the 
labourers of the smaller towns. In the smaller provincial 
towns, it is customary for a labourer to own a small plot 
of ground, outside the town. This plot he cultivates in 
the evenings, as his kitchen-garden. He raises in it vege¬ 
tables and fruit for the use of his family during the wi nter. 

After his day’s work is over, he and his family repair to 
the garden for a short time, which they spend in planting*, 
sowing, weeding, or preparing for sowing a harvest, ac¬ 
cording to the season. The desire to become possessed of 
one of these gardens operates very strongly in strengthen¬ 
ing prudential habits, and in restraining improvident 
marriages. Some of the manufacturers in the canton of 
Argovie told me that a townsman was seldom contented 
until he had bought a garden, or a garden and house, and 
that the town labourers generally deferred their marriages 
for some years, in order to save enough to purchase eitlier 
one or both of these luxuries.’ Mr. Kay also proves, by the 
most precise statistical facts, that the peasant proprie¬ 
tors of the Prussian Rhine-land are extremely provident- 
■with regard to marriage, the ordinary age at wliich 
people there inarry varying between twenty-five and 
thirty years. NumeVous other facts might be adduced, 
to^prove^ that a system of cultivation by peasant pro¬ 
prietors is in every respect most satislactory in its social 
consequences. 

In contrast with these results, the effects of our own a/ 

system of landed tenure may be correctly cha-ractorised in 
the following manner. The land is owned by compara- 
tively few great landlords; it is occupied by tenants who mfihtMt 
have sufficient capital to cultivate large farms, aTul the 
labour is supplied by hired labourers, whose wretchedness 
is proverbial, and betw^een whom and their einployex\s 
there is little of that pex'sonal sympathy which, if it existed, 
is capable of alleviating the condition of the labourere. 

Wlien the soil of a country is owned and cultivated by 
peasant proprietors, the efficiency of production is not 
interfered 'with; and we believe it has been shown that 
the social and material condition of peasant proprietors is 
most satisfactory. Our own history, at least, proves that 
this class, formerly represented in this country by the 
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BOOK ii. ancient yeomanry, lias ever been distinguished for its in- 
dependence and its patriotism. 

It woidtl Whenever the system of peasant properties is advocated 
tirahleto important to state, in the most explicit manner, that 

crmtesmdi 'would not be desirable to create small landed properties 
landed by compulsory legislation. Some people are never tired 
‘proprieinrs of repeating the misrepresentation that all who are dis- 
satisfied with the English system of landed tenure, are 
lation. anxious to substitute for it the French law of compulsory 
subdivision of land. The objection to this law is similar 
to that which has been urged against our own law of real 
property. Neither the aggregation- of land nor its sub¬ 
division ought to be enforced by legislation. If thino’s 
were allowed to take their natural course, experience 
would soon prove which system of landed tenure was the 
most beneficial to different countries. 

It has already been stated that in growing corn and 
large^and some^ other products, large farming will become com- 
smallfarm- paratively more advantageous than small farming, as 
ii^achinery is more extensively used in agriculture. In 
h’iied! order therefore to combine the peculiar advantages as¬ 
sociated with large farming with those resulting from 
peasant properties, it may be anticipated that, in future, 
land will often be owned and cultivated by associations 
of labourers. The practicability of forming such associa¬ 
tions will be shown in the chapter which describes the 
progress of cooperative societies. 

An event has lately occurred in Europe which will 
extend upon a vast scale the system of peasant proper¬ 
ties, Until the great act of emancipation was carried out 
by the present Emperor of Russia, all the land in that coun¬ 
try was cultivated by serfs. These serfs were supposed 
to number about 22,000,000; their condition had for 
ages been that of semi-slavery. Each serf generally 
occupied a small portion of land; and instead of paying 
the proprietor of the soil any rent, the serf was bound 
to give him a certain proportion of his labour, and to 
render him various other services. As long as the serf 
fulfilled his obligations, he had a claim to the plot of 
ground which he was accustomed to cultivate. The landed 
proprietor was, however, permitted to exercise upon the 
serfs much of the tyranny with which, in feudal times. 
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the lord oppressed his villeins. A Eussian serf cotild not 
marrjwhom he pleased ; labour was ruthlessly extortcul 
froni him by the stick and by other means of corpor-al 
punishment; and a trivial offence, perhaps never properly 
investigated, would often consign a serf to |)(,.u*])elai;U, Hi™ 
herian exile The present Emperor of Eussia has mndu 
every Russian serf a free labourer, and has givisi him 
possession of two-thirds of the small plot of laiul whudi lu^ 
held upon the feudal tenure previously deKSoribiuh ^riK" 
time which has elapsed since this great scheme of (mu-uuu”- 
pation was completed, is too brief to enable a judgmcuit to 
he formed as to its results. It need cause no siirpriso or 
disappointment that so fundamental a change in tIuswo(h*i,l 
and economic condition of a nation, should he acconipaniiMi 
bj some temporary inconvenience, even to the omain-i- 
pated serfs themselves. But all experience would lead to 
the conclusion that Russia will in a few years derive in- 
calcmable advantage from a reform which may oouvorfc 
mdiions o^erfe into as many prosperous peasant pro¬ 
prietors. Nothing probably has so powerfully contributcHl 
to promote the extraordinary progress of Prussia as t\m 
reforms vvhich were carried out in her system of Iau<lod 
tenure, at the commencement of the present coiitury, by 
Stem and Hardenberg. A feudal tenantry wan tniu.s^ 
iormed into cultivating proprietors, who have lU'obaJdy 
more than any other class contributed to the Bucial uud 
material advancement of Prussia. 


ou. VI* 


77{e prmn 
(tfui 

ctrntiUu^ii 

Urn 


CHAPTER VII. 


METAYERS AND COTTIERS, AND THE ECONOMIC ASPECTS 
OF TENANT RIGHT. 


BOOK II. 
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A very considerable portion of the land of Europe is 
cultivated by metayers, and nearly the whole of the 
soil of Ireland before the famine in 1848 was occupied by 
cottier tenants. A metayer originally occupied the land 
on the condition that the landowner should receive one 
half the produce as his rent. The name is still preserved, 
although the terms of this tenancy have been much 
modified. Almost the whole of Tuscany is cultivated 
by metayers, who pay the landlord two thirds of the 
produce as rent; a metayer tenancy therefore now sig¬ 
nifies, that a certain fixed portion of the produce should 
be paid as rent. Whether this portion should be one half, 
two thirds, or any other amount, seems chiefly to he regu¬ 
lated by the customs of different countries. Those who 
are only acquainted with English agriculture find it diffi¬ 
cult to imagine the great extent of land which is cultivated 
by metayers. Before the revolution of 1790, nearly the 
whole of the land of France was rented by metayers, and 
even at the present time scarcely any other system of 
landed tenure is known in Piedmont, Lombardy, Tuscany, 
and other parts of the Italian peninsula. 

The cottier tenure is so anomalous that it is not easy to 
characterise it in a brief description. It may however be 
said generally, that a landlord takes from a cottier in the 
form of rent the utmost possible amount. The cottier has 
only in fact left to him the means of bare subsistence. 
Cottier rents are nominal in pecuniary amount; because 
these rents are fixed so high, that it is impossible for the 
cottiers ever to pay them. The nominal amount of the 
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rent fai’ exceeds tlie wliole produce which the laud would 
yield. These tenants^ therefore, are perpetually in ar- 
rear, and this gives the landlord the means of appropri¬ 
ating to himself the whole advantage of any unusually 


book II. 
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good crops. 

We have classed metayers and cottiers together, be¬ 
cause the same disadvantages in part belong to those two 
systems of landed tenure; but the results whicli arise 
from these tenures offer in many other respects a striking 
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contrast. 

The metayer tenancy illustrates in a very remarkable 
manner the control which custom exerts over competition; 
for the fact that metayer tenure prevails tliroughout a 
country plainly indicates that many landlords sacrifice 
their own interests, in order to obey a custom; since it 
I can be readily shown, that the rent of land, if regulated by 
competition, would in the majority of cases greatly exceed 
; the metayer rents which are paid. And this will be true 
j whatever may be the portion of the produce at which the 
^ metayer rents are fixed; for instance, in Tuscany two 
thirds of the whole produce is apportioned to the landlord. 
This is probably the highest metayer rent which is paid. 
The fertility of the soil of Tuscany must he such, that one 
third of the produce which is yielded hy any land whicli is 
cultivated suffices to pay the expenses of cultivation, and 
also remunerate the tenant for his labour. If one tliirtl of 
the produce was not sufficient to do this, the land would 
he cultivated at a loss; since it is supposed that two 
thirds are allotted to rent. But if one third of the produce 
yielded by inferior land is sufficient for the purposes we 
have just mentioned, then it is manifest that one third of 
the produce yielded by more fertile land would more than 
suffice, according to the rates of profit and wages current 
in the country, to remunerate the tenant for the capital he 
expends, and for his labour of'superintendence. But wlien 
rents are regulated entirely by competition, a farmer can¬ 
not hope to obtain more than the average rate of profit, 
and, in such a case, the farmer who cultivates productive 
I land is not in a better position than,a farmer who occu« 
j pies land of inferior productiveness. The landlord is able 
( to appropriate to himself the whole advantage of the 
increased fertility; since, when rents are regulated^ by 
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competition, they are adjusted in proportion to fer¬ 

tility and other advantages which a particular farm ma.y 
possess. When, therefore, metayer rents are paici^ tb-O 
tenants who happen to occupy the most productive ""lartci 
possess a beneficial interest, the value of which is pro¬ 
portioned to the productiveness of the soil. ^ W'^ -will 
illustrate our meaning by an example. Let it sup¬ 
posed that there are two farms which vary gre^^-tly in 
productiveness, but in the cultivation of which th.o samo 
amount of capital is invested; this amount being 2000 
Let it be further assumed that the ordinary rate of aori- 
cultural profit is ten per cent., and that therefor^ -fcheso 
fanners will be satisfied with a profit of 200Z. The a.xinua.1 
expense of cultivation, including wages, seed, we^i7 and. 
tear of implements, &c., may be assumed to be ixx eaclx 
farm 800L Let the annual amount of the proclixce o£ 
the two farms he respectively ISOOZ. and 1500Z. If, -there¬ 
fore, the two farms paid rents of 800L and 500Z. nespech- 
ively, there would in each case be lOOOZ. left -to tlie 
farmers; this would replace their capital, and leavo theixt 
200Z., or a profit of ten per cent., as a remunera-tion for* 
their own labour and capital. These farms therefore, if 
the rents were regulated by competition, would pay xenhs 
of SOOi. and 500J. respectively. We will now e:K:a.mime 
what would occur if these two same farms, cultivetted Toy 
the same amount of capital as before, paid a metayer rerxh 
of one third the produce; the produce from the two farnas 
above supposed being 1800/. and 1500/., the metayor reirts 
would consequently be 600/. and 500/. respectively. Tine 
worse farm of the two therefore pays the same rent sls 
before, but the better farm pays a rent of 200Z. less ; 
therefore the metayer tenant who occupies the more 
fertile farm would have a beneficial interest whicht xniglih 
he estimated at 200/. per annum. In any specistl case, 
the amount of this beneficial interest depends ujpon tlie 
productiveness of the land. The purport of this eix; ample 
has not been to prejudge the question, whether or noti, 
under a metayer tenure, the landlords receive smaller 
rents, and the tenants are better off than if they occupied 
the land upon a rack-rent. Such a question cam only 1 d€ 
determined by considerations upon which we will j>roceed 
to remark. But the object of the above example is tc 
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show, that when rents are regulated by a custom which 
fixes them at a certain definite propoidion of the produce, 
then the rent paid by the most productive soils is less in 
excess of that paid by the least productive than it would 
be if both were let on rack-rent. 

The arrangements connected with the metayer tenure 
vary greatly in different countries. The landlord almost 
always supplies a portion of the capital. Sometimes he 
provides the stock, the tenant buying the seed and imple¬ 
ments. In Piedmont, the landlord pays the taxes and 
repairs the buildings, and the tenant provides stock, im¬ 
plements, and seed. According to Arthur Young, the con¬ 
ditions of the metayer tenure in France before the revolu¬ 
tion, were far more complicated and variable than at the 
present time. In Champagne, the landlords commonly 
find half the cattle and half the seed, and the metayer, 
labour, implements, and taxes: but in some districts the 
landlord bears a share of these. In Rousillon, the land¬ 
lord pays half the taxes ; and in Guienne, from Audi to 
Fleuerne, many landlords pay all. Near Aguillon, on the 
Garonne, the metayers furnish half the cattle. But the 
metayer tenures of all countries are controlled by the 
principle, that the conditions of the tenure are arranged 
according to an undeviating usage. Thus, if it is customary 
in Piedmont that the landlord should pay the taxes, repiair 
the buildings, and receive two thirds of the produce as 
rent, it would be an unheard of thing for a metayer 
tenant to have his rent raised to three fourths of the 
produce, or to be displaced from his occupation, because 
some other person offered the landowner a higher price 
for the use of the land. The whole tone of public feeling 
would prevent the landlord accepting such an offer; in 
fact, persons would be restrained from making the offer 
by feelings similar to those which prevent a barrister 
publicly announcing that he will hold briefs at one half 
the customary fees. Land is often retained for many 
generations in the same family, by metayer tenants; 
they almost regard the land as a patrimonial possession, 
because they believe that they will not bo displaced from 
its occupation, and that the conditions on which they 
hold it will remain unchanged. Metayer tenants there¬ 
fore may justly, in a modified sense, regard, the land as 
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their own property, and consequently to this tenure be¬ 
long, in j)art, those advantages which, as we showed io- 
the last chapter, result from small properties when cul¬ 
tivated hy their oAvners. We say these advantages only 
belong in part to the metayers, because many of those 
motives upon which depend the advantages of peasant 
properties only act Avith limited effect in the case of su 
metayer tenure. For instance, a metayer feels that he has 
a claim to only a portion of the fruits of his labour • if 
he is more industrious, and his land is made more pro¬ 
ductive, the landlord takes a portion of this increased 
produce, therefore the feeling of self-interest Avhich stimu¬ 
lates the active and intelligent industry of the peasant 
proprietor cannot act with similar force upon the metayer. 
But there is a much more serious objection than that 
wdiich Ave have just noticed. Under a metayer tenure;, 
the land is almost sure to be badly cultivated, for the 
nature of this tenure opposes the application of capital, 
either by the landlord or by his tenant. For instance if 
the land is drained at the expense of a metayer landlord, 
whose rent is one third of the produce, the land is of 
course made more productive, but the landlord only se¬ 
cures one third of the increased produce; the remainincr 
tAvo thirds is gratuitously given to the tenant, Avho has 
borne none of the expense. If, on the other hand, the 
land Avas drained at the sole cost of the tenant, he, ia 
a similar manner, will only obtain tAVO thirds of the 
advantage; the remaining one third would be gratui¬ 
tously presented to the landlord. Whenever the metayer 
system is inefficient, it is no doubt principally due to 
this cause; in fact, the strongest opponents of metayer 
cultivation most strenuously insist on the great want of 
capital which it exhibits. This objection may be, and is, 
no doubt, overcome in those countries Avhere the metayer 
farming is most satisfactory; for when the application of 
capital is required, there is no reason whatever Avhy the 
metayer landlord and his tenants should not equitably 
arrange between themselves the particular amount which 
each party should respectively spend. If the metayer 
rents were one third of the produce, then it might be 
equitably arranged that one third of the cost of such an 
useful improvement as drainage should be borne by the 
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landlord, and the remaining two thirds by the tenant. 
The terms of the contract might be varied under different 
circumstances; the tenant ought not to pay so much, if 
there was any chance that his term of occupation would 
be limited. Arrangements similar to these are frequently 
made between English landlords and their tenants, wlien 
money is borrowed from the Land Improvement Com¬ 
panies, for the purpose of carrying out works of perma¬ 
nent utility. Although it has been painted out tliat a 
metayer might not have the same motive as a peasiwit 
proprietor has to improve the land by incessant industry, 
and by judicious application of capital, yet on the other 
hand, it must be remembered that the labour of tlio 
metayer will be, in all probability, much more efficient 
than that of our own agTiciiltural labourers, who simply 
work for hired wages; they have no interest in the work 
in which they are employed, they have no motive but to 
labour with just sufficient skill and regularity to avoid 
being dismissed. To them it is a matter of little moment 
whether their employer’s profits are large or small The 
indolence and carelessness which are thus engendered 
cause a loss to an employer of hired labour which is 
rarely adequately appreciated. In metayer cultivation, 
little hired labour is employed. A metayer geiiorally occu¬ 
pies no more land than he can himself cultivate witli the 
assistance of his family. He thei"cforc, far more than 
the hired labourer, is stimulated to be industriouH, lie- 
cause the profits which his exertions j)roduce are at any 
rate in part his own. 

The most contradictory opinions with regard to the 
results of metayer fanning have been expressed by tliose 
who have observed it in various countries. Those differ¬ 
ent results may, no doubt, be attributed to the particular 
customs which prevail with regard to tlic metayer tenures 
in different countries. Some of these customs have al¬ 
ready been noticed. We believe that the efficiency of the 
metayer tenure depends on the extent to which the cus¬ 
toms of a country facilitate the application of capital to 
the land. Ihe efficiency of the metayer cultivation also, 
m a great degree, depends upon the security which the 
tenant h^ that he shall not be disturbed in the posses¬ 
sion of his holding. It is hopeless to expect that there 
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ever can be good farming when the cultivator is a mere 
in proportion to the improvement produced on the land 
by either his skill or his capital The evil has been 
partly remedied in England by the leasing of farms at 
a rack-rent for a period of years which varies from seven 
to twenty-one; but, even under this system, enterprise 
on the part of the farmer is much discouraged; for it too 
frequently happens that his rent will be raised at the 
expiration of his lease if he has made his farm more 
productive. This evil is remedied by the metayer tenure - 
for, as we have before remarked, a metayer tenant ig 
seldom’displaced, and a rent, which is fixed at a certain 
definite portion of the produce, gives the tenant a bene¬ 
ficial interest in the increased productiveness of the soil. 

We will now proceed to consider how far these general 
d priori remarks upon metayers are corroborated by the 
facts which have been derived from experience and ob¬ 
servation. Most English writers on this subject, including 
Arthur Young, Mr. McCulloch, and Mr. Jones, have been 
unsparing in their denunciations of the metayer system; 
they assure us that it causes the land to be wretchedly 
cultivated, that it deprives the landlords of half the rent 
they might obtain under a different tenure, and that it 
makes the metayers themselves more impoverished and 
more wretched than ordinary labourers. But these wri¬ 
ters have principally formed their opinions by observing 
the condition of the French metayers. French agriculture 
does not, however, afford a fair test of the effects of me¬ 
tayer farming; for it there labours under many disad¬ 
vantages which do not operate in other countries. Mr. 
Jones, for instance, supports his opinion by quoting 
Turgot; but Turgot spoke of the country before the 
French revolution. Then the exclusive privileges of the 
French nobility exempted them from direct taxation, anc 
the most burdensome imposts were thrown entirely upoi 
the metayer tenants. But in Piedmont it is an essentia 
condition of the metayer tenure that taxes should be paic 
by the landowner. In fact, one passage in Arthur Young': 
own work is sufficient to explain ail the defects of th( 
French metayer agriculture. He says that in* Limonsii 
and Angoumois (the provinces which Turgot adminis 
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tered, and from which he formed his impression of the 
metayer system) ^the metayers have no virtual fixity of v—v— 
tenure: whereas the metayers of Italy claim fixity of 
tenure as an essential condition of their contract.’ ‘Again, 
in Limousin/ Arthur Young tells us, ‘ the metayers 
are considered as little better than menial servants, re¬ 
movable at pleasure, and obliged to conform in all 
things to the will of the landlord.’ Under such circum¬ 
stances the system must in every respect work badly, and 
the metayers themselves must inevitably be poor and 
wretched. 

The metayer tenure of Italy strikingly contrasts with Good re- 
that of France, both in its results and in the nature of ^ 

the contract. Almost the entire land of Lombardy and tenure 
Piedmont is cultivated by metayers. The excellence of the Lombardtj, 
agriculture in these countries is proverbial; in fact it is 
not surpassed in any country in the world. This excellence 
is not due to any peculiar natural advantages. The soil 
of Piedmont is scarcely of average fertility, and Lombardy, 
it is popularly believed, has for years been exposed to in¬ 
tolerable oppression by its Austrian rulers. Bad govern¬ 
ment is usually supposed to cause the impoverishment of 
a country. The Lombard system of agriculture must, 
therefore, be singularly efficient; for Lombardy has con¬ 
tinued one of the best cultivated and most productive 
countries during the whole period through which it was 
oppressed by Austrian tyranny. In Lombardy and Pied¬ 
mont the land is not so much subdivided as in Ihance; 
a metayer farm seldom exceeds sixty, but is never less 
than ten acres. The farm buildings are models of con¬ 
venience and comfort. Competent observers affirm that 
nothing can exceed the skill and economy displayed iu 
the management of the land. Chateauvieux, who is an 
excellent authority, says—‘In Piedmont and Lombardy 
the rotation of crops is excellent. I should think no 
country can bring so large a portion of its produce to 
market as Piedmont. Though the soil is not naturally 
tortile, the number of cities is prodigiously great. The 
agriculture must therefore be eminently favourable to the 
nett, as well as the gross produce of the land.’ Again, 
he remarks—‘In no part of the world are the economy 
and management of the land better understood than in 
F. M. 
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Piedmont, and this explains the phenomenon of its great 
population and immense export of provisions.’ 

In the valley of the Arno, the metayer farms are much 
smaller than in Piedmont and Lombardy, their size vary¬ 
ing from three to ten acres ; and yet, in spite of this great 
subdivision, numerous travellers have described the valley 
of the Arno as cultivated with singular care and skill, and 
as presenting altogether a most prosperous appearance. 
The holdings are so small that the homesteads of the 
metayers are situated at a short distance from each other. 
We are assured that these homesteads appear to be most 
neatly kept and have a thoroughly comfortable aspect, and 
the metayer peasants in this valley are well and tastefully 
dressed. It is true that English writers have said, if you 
enter the house of a metayer, he does not seem to live as 
much at his ease and to possess the same luxury as the 
farmers of other countries; but it is most unreasonable to 
make such a comparison. A metayer in the valley of 
the Arno, who cultivates his five or six acres of land, 
ought not to be contrasted with our own farmers who 
possess large capital; such a metayer is essentially a 
labourer, he cultivates the land without the assistance of 
hired labour; if therefore we wish fairly to compare 
the condition of an agricultural population in a metayer 
country with^ its condition under a different system of 
landed tenure, we ought to contrast the metayer not with 
capitalist farmers, but with agricultural labourers, working 
for hire. If this comparison is made, there certainly can 
be no doubt that the metayers of Italy in their social and 
economic condition are in every respect greatly superior 
to our own agricultural labourers. 

Chateauvieux bears the most important testimony to 
the beneficial influence exerted upon the landlords by a 
metayer tenure. Nothing, in fact, seems to enforce with 
so much practical eiffect the important maxim, that pro¬ 
perty^ has duties as well as rights. The following very 
intelligent remarks are made by Chateauvieux; “^The me¬ 
tayer system constantly occcupies and interests the pro¬ 
prietors, which is never the case with great proprietors, 
who lease their estates at fixed rents. It establishes a 
community of interests, and relations* of kindness between 
the proprietors and the metayers—a kindness which I 
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have often witnessed and from ■which result great ad- 
Yantages in the moral condition of society. The proprie- 
tor under this system, always interested in the success of 
the crop, never refuses to make an advance upon it, wliicli 
the land promises to repay with interest. It is by these 
advances, and by the hope thus inspired, that the rich pro¬ 
prietors of land gradually perfect the whole rural economy 
of Italy. ^ It is to them that it owes the numerous systems 
of irrigation which water its soil, as also the establishment 
of terrace culture on the hills—^gradual but permanent im¬ 
provements which common peasants, for want of means, 
could never have effected, and which could never have 
been accomplished by the farmers, nor by the great pro¬ 
prietors who let their estates at fixed rents. The metayer 
system therefore forms of itself that alliance between the 
rich^proprietor, whose means provide for the improvement 
of the culture, and the metayer, whose care and labotirs 
are directed, by a common interest, to make the most of 
these advances.^ Sismondi, who ■was a resident metayer 
landlord, speaks in warm approval of the system. He 
proves hy the most definite facts that under the metayer 
tenure the land is well cultivated, and that the condition of 
tenants is in every respect most satisfactory. 

The object we have had in view in making these Ve- ImpmcH- 
marks upon the metayer tenure has not been to propose 
its introduction into England; this, even if desirable, 
we well know is impossible, for it is the fundamental. tVao 

principle of this tenure, that the rent of land should bo 
regulated by custom and not hy competition. But custom 
IS gradually exercising less influence upon the commercial 
arrangements of our own country; and rents, profits and 
wages are each year apportioned more completely in 
accordance with competition. We have, however, been 
cnieny induced to make these remarks, because the pre¬ 
judice of English waiters against every system of landed 
tenure different from our own has been so great, tliat it 
IS commonly assumed that the metayer tenure produces 
nnmixed evils in the countries where it exists, and that 
tnese countries can never be greatly improved until it is 
replaced by a system of cultivation resembling our own. 
ne- tacts ^ just mentioned are suflficient to disprove 
such an opinion, for we believe the following propositions 

f2 
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have been established :—that the metayer system of culti¬ 
vation is in many instances extremely efficient;—that the 
metayer tenants are generally in a condition greatly supe¬ 
rior to our own day-labourers;—and, that the metayer 
landlords are ‘often induced to perform those duties per¬ 
taining to landed property which are too frequently neg¬ 
lected by the landowners of our own country. Without 
wishing, therefore, to advocate any Utopian scheme for 
the introduction of this tenure into England, we still think 
it very important that its merits as well as its defects 
should be known. 

It has already been stated that the cottier and metayer 
tenure will be described in the same chapter; because 
the former system of cultivation exhibits, in an aggravated 
form, many of those defects which belong to the latter. 
The cottier tenure has existed on a far more extended 
scale in Ireland than in any other country, for before 
the famine of 1848 nearly the whole of the land in 
Ireland was cultivated by cottiers, and even at the 
present time they occupy a very considerable portion 
of it. The cottiers of Ireland may be described as 
peasant cultivators; for they rent the land directly from 
the landowner, and cultivate it by their own labour. The 
i produce of the land is, therefore, as in the case of the 
metayer tenure, entirely divided between the landlord 
and the cultivator; but there is a fundamental difference 
between the metayer and the cottier tenure. The rent 
which the metayer pays is definitely fixed by custom; on 
the other hand, the rent which the cottier pays is entirely 
regulated by competition. Custom also generally gives to 
the metayer fixity of tenure, but no such fixity of tenure 
can be claimed by cottiers; they compete against each 
other for the possession of a plot of land, and the landlord 
is only anxious to obtain those tenants who will give him 
the highest rents. Now the raclc-rents, which are paid by 
the large capitalist farmers in England, are regulated by 
competition; and it may therefore be asked—Can there be 
any essential difference between rack-rents and cottier- 
rents ? There is this essential and very important differ¬ 
ence; a rack-rent is determined by the competition of 
capitalists, whereas a cottier-rent is determined by the com¬ 
petition of labourers. The consequences of this distinction 
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-we will proceed to explain. When farmers apply large 
capitals, as in England, to cultivate their farms, they ex¬ 
pect to obtain the ordinary rate of profit for their capital, 
sund a reasonable remuneration for their labour of super¬ 
intendence ; it is, therefore, quite impossible that the rent 
paid by English farmers co.uld long continue so high as to 
prevent this ordinary rate of profit being received, for if 
this ■were so, capital would not continue to be invested in 
fanning, but would inevitably be applied in other employ- 
icents, where the ordinary rate of profit could be secured, 
liack-rents, therefore, are kept, as it were, in a position of 
stable equilibrium by the competition of capital, for com¬ 
petition of capital signifies that men are eagerly anxious 
-fco invest their capital to the greatest possible advantage; 
and consequently, a rack-rent is in this, manner so ad¬ 
justed, that farming is neither much more nor much 1gs.s 
profitable^ than other occupations. In the case, however, 

it is population, and not capital, 
winch competes for the land. The Irish cottiers, for in¬ 
stance, are miserably poor peasants, who possess no capi¬ 
tal except one or two tools and the scanty furniture ol’ 
■fcti.eir wretched hovels. When, therefore, they compete for 
a plot of land, it is absurd to suppose that they calculate 
■tl^ lent 'which they are willing to pajq by considering 
■wuether their capital would secure a higher rate of 'profit 
iu some other investment; they are themselves fit for no 
other employment, and all the capital they possess would 
scarcely realise more than a nominal sum. 

To a cottier, the possession of a plot of land is not a 
question of profit, but of subsistence; and coiise(Uioiitly 
lu any district, the _ more numerous is the peasantry 
the more actively will the land be competed for. The 
peasantry of Ireland were so long accustomed to poverty, 
that they w^ere satisfied if they could occupy a plot of 
ground, and obtain from it just sufficient food to pro- 
wade a bare subsistence; they had no habitual standard 
•T .5°^^ vu 3 adult peasant married, and a want of 

food, with Its consequent diseases, was the only check 
n^on population. Such being the condition of the Irish 
I^santry, it may be naturally supposed that cottier 

tS? cotTfr possible point; 

the cottier could only obtain just sufficient to live upon 
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and the -whole remaining produce was paid to the land¬ 
lord as rent The pecuniary amount of these cottier 
rents may be regarded as merely nominal; a peasant was 
so anxious to obtain a plot of ground, that lie cared not 
what rent he offered for it; he well knew that the land¬ 
lord, whatever was the nominal amount of rent, must 
leave him sufficient to live upon. And thus we learn, 
from the evidence taken before Lord Devon’s Irish Poor 
Law Commission, that the nominal amount of many of 
these cottier rents exceeded the whole pimduce which the 
land yielded, even in the most favourable season. The 
cottier was consequently in constant arrear to his land¬ 
lord ; the landlord had of course a legal right to distrain 
for the rent, hub such a remedy was of no value, for the 
whole property of the cottier was scarcely worth seizing. 
Neither could the landlord gain much by resorting to 
eviction, for the evicted tenant would only be replaced 
by another tenant of the same character, whose arrears 
of rent would accumulate with similar rapidity. Al¬ 
though eviction was a legal right of the landlord, yet he 
was restrained from exercising this right by the powerful 
motive of personal safety. Assassination was the retribu¬ 
tion with which the cottiers of Ireland not unfrequently 
punished an evicting landlord. The economic condition 
of no other country has ever been so unsatisfactory as, 
was the condition of Ireland under the cottier tenancy; 
for the cottiers, having taken the land at a rent which 
it was impossible for them to pay, had no motive what¬ 
ever to he industrious; if hy skill and labour the land 
was rendered more productive, the increased produce was 
absorbed in the rent of the landlord. The rents were, 
in fact, fixed so high, that whether the seasons were 
favourable or not, whether the land was well or badly 
cultivated, the cottier tenants could never expect to ohtain 
for themselves any more than a bare subsistence; hence 
it has been aptly remarked, that the Irish cottiers were 
the only people in the world whose condition was so 
deplorable that they gained nothing by being industri¬ 
ous. No scheme could possibly be devised which would 
act more effectually to impoverish the people, and 
throw the land into the most wretched state of culti¬ 
vation. The progress of Ireland cannot be marked by 
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a surer sign than bj the gradual abolition of the cottier 
tenure. 

In Ireland there was also a subsidiary kind of tenure, 
termed conacre. If a landlord required any labour to be 
done on his estate, it was a frequent practice for liini to 
pay the labourers he employed, not by money, but by 
giving them a plot of manured ground rent free; tlie plot 
thus held, on the condition that the tenant should give 
the landlord so much labour, was termed conacre. This 
tenure was feudal in its character; for during the middle 
ages, a great portion of the cultivated land was gratited 
to tenants on the condition that they should be bound 
to perform certain personal services for the landowner, or, 
as he was then termed, the lord. These personal services 
consisted either in providing the lord with mere ordinary 
manual labour, or else with men and weapons for war¬ 
like purposes. 

In Ulster a peculiar kind of landed tenure prevails, in 
consequence of the existence of a particular form of tenant- 
right. It is ordinarily supposed that tenant-right repre¬ 
sents the compensation which is paid to the tenant by tlie 
landowner for improvements carried on by the tenant's 
capital and skill, and the effects of whicli arc not ex¬ 
hausted^ at the time when the tenant relinquishes his 
occupation. The Ulster tenant-right is soniethiug vie’y 
different, for it represents a sum sometimes aniotinting 
to as much as the value of the fee-simple of the land; this 
sum is paid for the goodwill of the farm, by the incoming 
to the outgoing tenant. ^ Side by side with this tciynaxif 
right there also exists in Ulster the tenant-light first 
described. For if an Ulster tenant relinquishes his occu¬ 
pation to his landlord he obtains from the landlord com¬ 
pensation for unexhausted improvements. The Ulster 
tenant-right previous to 1870, when the Irish Land Bill 
was passed, had no legal sanction; it simply existed as a 
custom, which was, however, in almost every instance im¬ 
plicitly obeyed. This may be regarded as a remarkable 
example of the extent to which custom may control com¬ 
mercial transactions. The large sum which is paid by the 
incoming to the outgoing tenant represents partly a pre¬ 
mium for goodwill, and partly compensation for unex¬ 
hausted improvements. 


Booix: ir. 
OH. vn. 

Conacre, 


A feudal 
tenure. 


The tIhUf 
tenant^ 
right n 


The hiih 
Land BUI 
of 1870. 



2 i 6 


Manual of Politioal Economxj. 


BOOK IT. 
CH. vir. 


Tenant- 
right'in 
England. 


The disadvantage associated with the Ulster custorrL is 
that it deprives the incoming tenant of a portion of IxIq 
capital at a time when he most needs it for his fa,rm. 
But on the other hand it has this important advanta^c^e 
that it practically gives security of tenure, and therefore 
encourages the tenant to develope the resources of Piis 
farm to the utmost. It is obvious that the financial 
result of the arrangement is that the tenant pays a 
smaller rent in consequence of the sum he has paid as 
goodwill upon entering the farm. The Irish Land IBill 
besides giving legal sanction to the Ulster tenant-rio-lit' 
protects all Irish tenants against arbitrary evictions ^nd 
also secures them compensation for unexhausted improve¬ 
ments. Sufficient time has not yet elapsed to enable us 
fully to estimate the advantages which will ultimately be 
produced by this measure ; but its results are already 
proved to be so satisfactory that it is probable a tenant- 
right bill based on similar principles will soon be passed 
for England. In the session of 1873 an English tenant- 
right bill was brought forward in Parliament by hCr. J. 
Howard and Mr. G. S. Eeed. This bill not only proposes 
to give a tenant upon leaving his farm compensation for 
unexhausted improvements, but also confers upon the 
landowner a right to demand compensation from the 
tenant if the value of the land has deteriorated in conse¬ 
quence of the tenant’s bad farming. It is further pro¬ 
posed that a tenant shall not have the power to coutx'act 
hirnself out of the bill, or, in other words, the riglut to 
claim compensation for unexhausted improvements sliall 
hold good, although the tenant at the time of his taking 
the farm should agree not to demand any compensation. 
This proposal has met with considerable opposition„ on 
the ground that it is an interference with freedom of 
contract. If the question is regarded as one which alone 
concerns landowners and tenants, it no doubt may be 
fairly urged that a tenant ought to be freely permitted, to 
make whatever terms he likes with the landowners. If 
he agrees to rent a farm on terms unfavourable to himself, 
he has no more right to look to the State to protect him 
against the consequences of his own imprudence than, lias 
the occupier of a house if he agrees to pay an excessive 
rent for it, or a trader if he purchases commodities a,t a 
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price so excessive as to be ruinous to himself. The chief 
justification, however, for imposing legal regulations upon 
the letting of land, which would be indefensible in the 
case of other mercantile transactions, arises from tho fact 
that the whole community is vitally interested in making 
the land as productive as possible. If tho buyer of a 
commodity pays an extravagant price for it, the loss which 
he suffers represents so much gain to the seller. It i-s 
simply a transfer of wealth from one person to another in 
which the general public are not interested. But if the 
cultivators of land agree to rent it on conditions which 
can be proved to cause a great diminution in its j^roduc- 
tiveness, then the entire community is injured, because 
all that is raised from the land becomes dearer, if inferior 
cultivation lessens its productiveness. Nothing is more 
certain than that the investment of capital in the im¬ 
provement of the land must be most seriously impeded as 
long as the cultivator has no security that the advantage 
resulting from the expenditure of his capital will not be 
appropriated by another. A tenant virtually spends his 
money not for his own advantage but for the advantage 
of the landowner if he can be arbitrarily evicted without 
receiving adequate compensation for improvement. From 
such considerations it inevitably follows that land will not, 
as a general rule, be properly cultivated if, as is tho case 
in our own country, those who rent it seldom possess any 
security that they will be able to claim compensation for 
unexhausted improvements. The correctness of this con¬ 
clusion is repeatedly confirmed by those who are inti¬ 
mately acquainted with agriculture. 

Lord Leicester, a large landed proprietor and a well- 
known agriculturist, has lately said that after ha,vin<>- 
travelled through a considerable portion oJf England and 
Scotland, and having carefully observed the farming, he 
has arrived at a very positive conclusion that tho produce 
of the land might be nearly doubled if our present system 
of agriculture were improved. A similar opinion has 
been expressed by Lord Derby. The correctness of these 
conclusions receives an important confirmation from tho 
excellent farming which prevails in parts of Lincolnshire, 
where a system of tenant-right is maintained by custom. 

The prohibition by law of the letting of land upon 
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BOOK II. conditions which effectually prevent the investment of an 
adequate amount of capital in agriculture, is to he de- 
fended on the ground, not that it will give protection to 
a special class, but that it will powerfully promote the 
general well-being of the nation. There is no conclusion 
that has to be more frequently brought into prominence 
in a treatise on Political Economy than that the increasing 
dearness of food is the chief obstacle which impedes the 
prosperity of a country such as England, the population 
of which, already dense, is still rapidly advancing. We 
have in previous chapters explained the powerful influence 
which is thus exercised in reducing the remuneration of 
labour and in diminishing the rate of profit. So many 
other serious consequences result from the increasing dear¬ 
ness of food, that it is evident a most powerful agency 
will be brought into operation to promote national pros- 
peiity, if the productiveness of the soil were increased in 
a degree even approximating to what has been antici¬ 
pated by the authorities just quoted. It is estimated 
that the present annual value of the agricultural produce 
raised in England and Scotland is £3*00,000,000; and it 
has, as we have seen, been stated that with a better 
system of farming, this annual produce might bo doubled. 
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T he great mass of the labouring population, in even 
the most prosperous and civilized countries, is so poor, 
that a philanthropic sympathy is excited, and remedies are 
constantly being proposed with the object of improving the 
condition of the poor. The practical utility of Political 
Econoiliy cannot he better illustrated than by applying its 
principles to test these remedies. When this is done 
many of them will prove to be vain and illusory; it will 
he shown that they not unfrequently cause the opposite 
effects to those which they are intended to produce, and 
increase the poverty they seek to alleviate. Strikes, 
trades’-unions, and cooperation are the remedies for low 
wages in which at the present time different sections of 
the labouring class place most faith. We shall there¬ 
fore devote a separate chapter to the influence which may 
he produced by strikes, trades’-unions, and cooperative so¬ 
cieties. There is also a growing tendency to rely upon 
various forms of State intervention. We shall therefore 
also devote a separate chapter to consider the proposal 
that the State should buy all the land. This scheme, 
which is known as the Nationalization of the land, is 
perhaps at the present time more popularly supported 
than most other forms of State intervention. But be¬ 
fore considering these subjects, it will be well to con¬ 
sider some other remedies, in the efficacy of which many 
people have at different times expressed the greatest con¬ 
fidence. 

If our readers revert to the chapter in which the laws 
of wages were discussed, it will be perceived that the 
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following principles can be applied to test the efficacy 
of any of the means which may he proposed to raise 
■wages. The remark has frequently been made that tlio 
capital of the country provides its wage-fund. This wao-c- 
fund IS distiihuted amongst the whole ^vage—roceivin^^ 
population, and, therefore, the average of each individual’s 
wages cannot increase unless either the number of tho.se 
who receive wages is diminished, or the wage-fund i.s aug¬ 
mented. Therefore, with regard to all questions concern¬ 
ing a general rise of wages, it sliould first be ascertained 
A^ether the agency by which this rise is intended to be 
effected wull exert any influence in diminishing the num¬ 
ber of the labouring population, or in augmenting that 
portion of a nation’s capital which is retained for homo 
investment. If it can be proved that such an influence 
AAuli not be exerted, it may be concluded that a general 
rise of wages cannot take place. In the consideration 
however, ot such a question several precautions must bti 
carefully observed. For instance, it has been siSd that 
the produce ol labour is divided into two shares: one of 
these shares is termed the profits of capital, and the other 
share is termed the wages of labour; therefore, cceteris 
paribus, li wages increase, the share apportioned to capi¬ 
tal, or, in other words, profits, must diminish. Hence 
It naay he concluded that, when wages increase, profits 
must decrease. But, before admitting such a conclusion 
It IS necessary to inquire whether circumstances may not 
occur which will enable a rise of wages to take place with- 
out being accompanied by any decrease in profits. If for 
instance, labour is made more efficient by the labourer 
becoming more skilful and more energetic, the produce of 
labour will be increased, and the share allotted not only 
to labour, but also to capital, might be augmented. If, 
method IS suggested by which it is pro¬ 
posed to increase wages, it is most important to eiiLa- 
voui to discover whether the proposed increase will be 

Wth^'Tod^^ of capital or from the additional 

wealth pi oduced by making labour in any manner 
more efficient. In the first mse, the rise of m “s can- 
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are diminished, there is not so great an inducement to 
save, and the amount of capital accumulated will decrease; 
the wage-fund will consequently be diminislied, and tlicrc 
will he a smaller amount to distribute amongst tlic 
labouring classes. The practical importance of this con¬ 
sideration will be shown when discussing tlie subject of 
strikes. We will now proceed to consider in detail some 
of the popular remedies for low wages. 

Our own statute-book proves that tlio attempt has 
frequently been made to regulate wages by law. 
pactments which have been pa»ssed with tliis object 
illustrate the sliifting policy of our Government. On one 
occasion, when the employer is to be favoured, a law is 
passed limiting the amount of wages which a labourer is 
to receive. When the employed is to bo protected, the 
employer is forbidden to offer the labourer less than a 
certain remuneration. Such legislation is always eitlier 
futile or mischievous. It will be necessary to examine 
several cases in order fully to elucidate the effects of 
legislative interference with wages. In the first place, 
suppose a general law were passed enacting that wages in 
every employment should he raised 20 per cent. If em¬ 
ployers were imahle to repay themselves for the higluu- 
wages they were compelled to give, by a rise in the iiricso 
or commodities, it is evident that this advance in wages 
would simply represent so much taken away from profits, 
ihe immediate consequence of this would be a contraction 
of business. Capitalists would find it less profitable 
than heretofore to invest money in home industry. A 
larger portion of the national capital would he cxport(ul; 
a great advantage would be given to our foreign, competi¬ 
tors in every branch of industry. They would umhu'scdl 
us even in our own markets; our foreign and our home 
trade would be most seriously crippled. The result tlicim- 
lore of any attempt to secure a general advance in wng(\s 
by law would be mischievous to the whole nation and 
especially disastroiis to the labourers tliemselves. An 
advance in wages implies an increase in the wage-fund, 
or a diimnution in the numbers of those among whom the 
wagc-iuiid IS distributed. A law to regulate wages such 
as that just indicated would for reasons previously stated 
diminish the wage-fund; moreover its immediate effect 
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would be to stimulate an increase of population, iFor in 
the present social and moral condition of the labourincf 
poor even a slight temporary improvement in their mate¬ 
rial condition at once leads to earlier and more im-nro- 
vident marriages. In a few years thei'efore thei'e Wcmld 
be a greater number of labourers competing for onipiQ-y-. 
ment: the demand for labour would at the same time be 
constantly diminishing, since the capital invested in bome 
industry would steadily decrease as long as the law arti¬ 
ficially to raise wages continued in opei-ation. 

It may be thought that these evil consequences would 
not ensue if a law to regulate wages only afiected some 
special trades, in which all are ready to admit that wao-es 
are too low. In order to examine a case which seera^to 
be the most favourable for Government interference, let it 
be assumed that a law is passed declaring that no able- 
bodied agricultural labourer shall receive less than fifteen 
shillings a week. It can be urged that no man ouo*bt to 
receive less than this amount; and that in fact, fifteen 
shillings a week is the minimum upon which a man with 
a family can maintain himself in full health and vio-our. 
It is probable that employers would be benefited if the 
wages of the worst-paid labourers were raised. An opinion 
has in fact been already expressed, that farmers who only 
pay their labourers nine or ten shillings a week act ^ 
unwisely as if they were to give an insufficiency of food 
to their horses. Facts indisputably demonstrate "^that the 
labour which receives the lowest remuneration is often not 
the least ■ costl}^ It would therefore seem tliat a law 
fixing the minimum of agricultural wages at fifteen shil¬ 
lings a week would not only confer a boon upon the 
labourers, but would inflict no loss upon their employers. 
Such might be the immediate effects of this legislation; 
but unless this advance in wages were accompanied by a 
corresponding elevation in the social and moral condition 
of the labourer, earlier and more improvident marriages 
would indubitably ensue. An increase of population would 
thus be artificially stimulated; a legislative discourage¬ 
ment would moreover be given to emigration; in a few 
years the supply of labour would be unnaturally in¬ 
creased ; nothing would at the same time have occux'red to 
augment the denaand for labour. Hence the ultimate 
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effect of legislative interference with wages even in the 
most favourable case that can he supposed, would he to 
produce an excess in the supply of labour when compared 
with the demand for it; or, in other words, there would 
soon be a large class unable to obtain employment who 
would have to he supported by parochial relief. 

It may he said that no one at the present time seriously 
proposes to ask Parliament to regulate wages. Such a 
request is now never directly made; but demands are con- 
stantly put forwai'd ■which, plainly show that many still 
continue to be influenced by the same fallacies which for¬ 
merly misled those who considered it to be the duty of 
Governments to regulate wages. In some of the states of 
the American Union laws have been passed fixing a day’s 
work at eight hours. Such a law would certainly find 
fevour with some very intelligent workmen in England. 
With much plausibility they argue that if this eight hours’ 
law were passed, labourers would probably receive as much 
tor eight hours work as they do now for ten hours’ work • 
lor it IS said that the_ supply of labour would he dimi¬ 
nished, and therefore its remuneration would be propor¬ 
tionately increased, if men were forbidden to work more 
than eight hours a day. In order to show the fallacy of 
this reasoning, it will only be necessary briefly to alhido 
to some of the consequences which we have above shown 
would ensue if a law were passed to raise wages. Em¬ 
ployers would find their profits diminish if they had to 
pay as much for eight hours’ as for ten hours’ work This 
diminution of profits would cause capital to be withdrawn 
fiom business, and our industry would be crippled It 
may, however, be argued, that employers could recom- 
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if he obtained a greater number of shillings for a certain 
number of hours' work, these shillings would be oF less 
value to him than before; for since general pricess tave 
risen they would possess less purchasing power. 

Many, no doubt, are induced to advocate an 
bill, from a conviction that at the present time men are 
often over-worked, and that as much would be done in 
eight hours as in ten. If this opinion be correct, orxiploy-. 
ers could of course afford to pay the same wages ±br a 
shorter day’s work. Every one would rejoice if sixch a 
change were brought about; for it is most desirable that 
the hours of toil should be as far as possible diminislied 
so that men may have more leisure for physical and men¬ 
tal enjoyment. Nothing is a greater reproach upon our 
vaunted material progress, and nothing more surely indi¬ 
cates the grave defects in our existing economic arra^ncre- 
ments, than the fact that a vast augmentation of national 
wealth has hitherto done so little to make the labourer 
feel that his struggle for existence is less severe. ]Bnt if 
it is true that as much work can be done in eight bours 
as in ten, employers should be made to recognise tbe cir¬ 
cumstance, not by legislation, but by experience. It is 
not difEcult to foresee the inconvenience and the countless 
anomalies that would arise if a law were passed on. suclr a 
subject. Different kinds of labour vary greatly in severity. 
It can scarcely be seriously argued that when work is lio-ht 
as much can he done in eight hours as in ten. Some^ia- 
hour is so exhausting that, at the present, eight hours is 
considered a full day’s wmrk. For instance, in the Cornish 
copper mines, the men who work underground never work 
more than eight hours in a day; whereas those wbo are 
employed in lighter work upon the surface labour for ten 
hours. In future, workmen will have increased oppor¬ 
tunities of showing what is the best time for a mun to 
continue working in different employments. Througb the 
agency of industrial associations a laiger number of la¬ 
bourers are each year carrying on various kinds of busi¬ 
ness on their own account. They can therefore make this 
or any other experiment they please; and no discovery 
will he more valuable in its social and economic aspects 
than if they can demonstrate that many of our labourers 
would be able to do more work if they received higher 
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wages, and if they were employed for a smaller number of 
hours during each day. 

To provide work for the unemployed is a service which 
many think they have a much greater right to demand 
from the Government than the regulation of wages by law. 
We will trace some of the consequences that Avould 
ensue, if every applicant had a right, not only to demand 
work from the Goveiument, but to receive the ordinary 
wages. When such a privilege was first granted, it might 
prove very beneficial to the labouring classes, and would 
not probably be injurious to the general community; but 
if the privilege were continued, its ultimate effects would 
no doubt be most disastrous to the nation. If the Govern¬ 
ment were compelled to find work for the unemployed, it 
would of course be necessary to provide the money by 
increased taxation. If this increased taxation were sup¬ 
plied entirely from capital, the wage-fund would not 
be augmented, but it would, in fact, only be distri¬ 
buted by different owners. The wages which are now 
paid by the Government would have been before paid 
by indmdual employers, and therefore the labouring classes 
would npt in the aggregate have a greater amount of 
wages distributed amongst them than they were accus- 
tomed to receive. But increased taxation, in a country 
like our own, will only be paid to a very limited extent 
out of capital. If the income tax were doubled, the ad¬ 
ditional amount thus obtained would to a great extent be 
saved from personal expenditure. An employer would 
rarely be induced to discharge workmen because the in¬ 
come tax was increased. There is therefore, in the first 
instance, a real gain for the working classes, if the wages 
paid to labourers by the Government are obtained, not 
fiorn^ capital, but from a reduction in the personal ex¬ 
penditure of the tax-payers, or from a diminution in the 
amount of capital invested abroad. This benefit will often 
not be confined to the labourers; for a Government may 
fiequently increase the wealth of a country by applying a 
loan, or increased taxation, to public works, which would 
not be carried out by private enterprise. It therefore ap¬ 
pears that, if a great number of labourers were thrown out 
ot work by some sudden and unavoidable cause, a Govern¬ 
ment IS perfectly justified in promising, as a temporary 
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expedient, to find work for the unemployed. Such a po¬ 
licy need not in any way cripple the productive resources 
of the country, because the money which is paid away by 
the Government in Avages will not, in the first instance, be 
provided out of the capital of the nation. The most dis¬ 
astrous consequences, however, would ensue, if the Govern¬ 
ment continued to give employment to all applicants; for 
population has an indefinite power to increase; and, there¬ 
fore, no limit could be assigned to the numbers which Go¬ 
vernment would be compelled to employ, if it engaged to 
give work to all those who applied for it. If Government 
offered such assistance to the working- classes, there can 
be no doubt that, in the present state of society, an in¬ 
crease in population would be so powerfully stimulated, 
that the number of those seeking employment would be 
constantly augmented; at last the resources of the nation 
would be strained to the utmost to provide the wages 
which the Government would be called upon to pay. This 
is no imaginary supposition, for statistics have demon¬ 
strated that the lower classes of society marry with utter 
recklessness. If they can live when they first marry, they 
are perfectly contented; the additional expenses which a 
•family entails are not thought of If, therefore, Govern¬ 
ment -found work for all applicants, marriages amongst the 
labouring classes would be so encouraged, that increase of 
population amongst them would no longer be reskained 
by any prudential checks. The State, therefore, could not 
continue to find work for the unemployed, unless a law 
were passed imposing severe checks upon the increase of 
population. The absolute necessity of this precaution is 
shown ill our own system of Poor Laws. Every parish iwS 
bound to provide all those who are charged upon it with 
food and clothing sufficient to protect them against physical 
w^ant. But those who claim this relief can be compelled 
to reside in the workhouse, where they are subjected to 
certain restraints; man and wife, for instance, are not per¬ 
mitted to live together; if this were allowed, union work- 
houses would become establishments for breeding heredi¬ 
tary paupers, and the poor-rate would soon absorb the 
whole wealth of a parish. It therefore appears that there 
is a fundamental difficulty connected with all attempts 
to improve the material condition of the poor by any 
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permanent system of relief-; for population is encouraged 
by granting pecuniary assistance to the poor, and conse¬ 
quently the money required for such a scheme of general 
relief -would constantly absorb an increasing amount of 
wealth. This difficulty can only be met by placing some 
check upon population; and it would be impossible for our 
present Poor-Law system to continue, if man and wife 
were permitted to live together in the union workhouse. 
This should be remembered by those who so freely attack 
such a restraint upon personal liberty, as harsh and unna¬ 
tural. It is not here necessary to pursue this subject fur¬ 
ther ; as the influence exerted by the Poor Law upon the 
condition of the labourers will be considered in a sepa¬ 
rate chapter. 

Any relief which only effects a slight improvement in 
the cond.ition of the poor, can be of no permanent advan¬ 
tage. The benefit which is, in the first place, conferred, 
creates its own destruction, by encouraging an increase of 
popirlation. Any scheme of general philanthropy cannot, 
therefore, be really efficient, unless it so decidedly im¬ 
proves the condition of the working classes, that they are 
lifted into a different stage of social and material comfort. 
The lower classes marry recklessly, because they do not 
feel that they have any social position to maintain; and 
they often live so miserably that they cannot be said to 
have an habitual standard of comfort, such as they will 
not willingly resign. Men in the middle and in the upper 
classes Avill not, as a general rule, marry, if they expect 
to he obliged to live in an inferior state of comfort, and to 
bring their children up in a lower social position. Similar 
prudential motives would control the labouring classes if 
then’ material condition could be once greatly improved. 
They would then possess, as the middle and upper classes 
do now, an habitual standard of comfort, which they 
would not willingly sacrifice by improvident marriages. 

The natural conclusion to be drawn from these re¬ 
marks is that no remedy for low wages can be really 
efficient unless it increases the efficiency of labour and 
secures a social and moral improvement in the condi¬ 
tion of the labourers themselves. This being the case 
it will not be difficult to show that national education 
will be the most powerful agency in effecting a real 
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advance in the condition of the poor. It is most essential 
that this agency should be brought into operation, for 
many remedies for low wages, such as emigration, will 
produce no great or permanent effect, unless our people 
become better educated. If a large portion of the nation 
is permitted to remain in its present state of ignorance, 
emigration and every other remedial measure ■will be 
powerless to remove the poverty of the very poor. 

Little need be said in reference to the increased effi¬ 
ciency which is given to labour by education. There is 
scarcely an industrial process which does not require a 
mental as well as a physical effort. It has until recently 
been generally assumed that agricultural operations vary 
so little from year to year, and that the implements with 
which the land is cultivated are so simple, that edu¬ 
cation is of little importance either to a farmer or to his 
labourers. But gradually the truth is beginning to dawn 
even upon farmers themselves, that agriculture, as much 
as any other industry, requires skill and intelligence; that in 
order to realise satisfactory profits costly and complicated 
implements must be used, and that these cannot -vvitli 
safety or advantage be entrusted to rude and ignorant 
workmen. Employers in every part of the country no^^ 
complain that each year it is becoming more doubtful 
whether England will be able to maintain the comnnercia 
supremacy she once possessed: the countries which an 
becoming her most formidable competitors are those whici 
like Prussia and the United States have long since esta¬ 
blished a system of national education. Increased des 
terity; greater power of concentration; superior trnstwor- 
thiness; quickness in discovering a new industrial proces 
and in learning how to use a new machine, are some o 
the many indukrial advantages which the labourer whos 
mind has been trained generally possesses over one wh 
has grown up in ignorance. 

A not less important influence is however in direct! 
exerted by education upon the efficiency of labour a,ni 
upon the prosperity of industry. Ignorance almost in 
variably implies premature emplo3nnent. Millions in thi 
country are unable to read and write, not because ther 
were no schools within their reach when they wer 
young; but because their parents either through ighorancf 
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poverty, or selfishness, sent them to work at too early an 
ag-e. Frequent allusion has been made to the deplorable 
ignorance of our rural labourers; yet it is well known that 
there are few of them who were not at school when very 
young. A child, however, who is taken from school when 
eight or nine years old rapidly forgets almost the whole 
of the little he has learnt. Widespread ignorance there¬ 
fore is a sure indication that a considerable proportion of 
the population has had inflicted upon it the manifold 
evils which result from premature employment. Health 
is sacrificed, physical vigour is diminished, and strength 
often becomes exhausted at an age when men ought still 
to be in the prime of life. The mischief which thus re¬ 
sults is not confined to the labourers themselves; the 
whole community suffers a severe pecuniary loss if the 
industrial efficiency of those by whom wealth is primarily 
produced is impaired. Men who are thus made prema¬ 
turely old have to be maintained by parochial relief, at a 
time of life when they ought still to be productive la¬ 
bourers. In this way the burden of local taxation is 
seriously increased. 

Each year facts are coming to light which show that the 
competition which England has to carry on with foreign 
countries is more keen and more closely contested. She 
is gradually losing some branches of trade in which she 
once possessed undisputed supremacy. One example will 
illustrate the change which is thus in some instances 
taking place. The chairman of the Birmingham Chamber 
of Commerce -lately asserted that formerly the district 
round that town made nearly all the locks which were 
used throughout the world; but that at the present time 
the industrial appliances of America were so superior to our 
own, that America imported the metal of which locks are 
made from Staffordshire, and exported the manufactured 
locks to England, underselling us in our own market. 
Upon inquiry it is found that all the reasons which are 
given to account for this superiority of American industry, 
either ^ directly or indirectly, arise from the imperfect 
education of our people. Although higher wages are paid 
in the United States than in England, yet labour is said 
to be less costly in the former country, because the work¬ 
men there possess a quicker intelligence, greater inge- 
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BOOK ir. unity, and are more ready to avail themselves of improved 
'—mechanical appliances. All this superiority is manifestlv 
The due to better education. Again, the complaint most fre^ 

locaUaxa fvom English emj)loyers is, that industry ig 

Uan would i^^P^ded by the heavy burdens of local taxation; and that 
he lightened trades-unions enforce upon employers regulations anta- 
gonistic to the principles of Political Economy. The ira- 
portance to be attributed to this latter allegation will he 
considered in a subseejuent chapter upon strikes and 
trades’-unions. It is here sufficient to observe that if a 
child is allowed to grow up in ignorance, it can scarcely 
be expected that when he becomes a man he will possess 
the requisite knowledge to enable him to guide his actions 
in strict accordance with the principles of economic science. 
With regard however to the pecuniary burdens which the 
industry of this country has to bear, no one can douht 
that this is an evil of great and increasing significance. 
It is almost needless to state that to crime and pauperism 
are in a great degree due the onerous charges which 
Crime and our industry is compelled to bear. Statistics indisputably 
prove that ignorance is the fruitful source of crime. 
Hot more than four per cent, of convicted offenders can 
read and write with facility. It may be said that drunk¬ 
enness is the most powerful promoter both of crime and 
pauperism; but there is manifestly an intimate con¬ 
nection between intemperance and ignorance. Men will 
frequent the public-house if they are unable to derive 
enjoyment from rational pleasures; for leisure, instead 
of being a blessing to tlxem, hangs heavily on their 
hands. 

pauperism With regard to pauperism, there is little hope that it will 
H diminished until the people become better 

€ mease . educated. Higher wages do not make men more provident 
unless their moral and social character is improved; higher 
wages now generally lead to an increase of population. 
The advocates of free-trade confidently predicted that 
unrestricted commerce would almost extinguish pauperism. 
After twenty-five years of free-trade, pauperism is still 
one of the most formidable of all social and economic 
difficulties. Higher wages frequently fail to promote 
increased saving. So little frugality is there among many 
of our labourers, that if depressed trade causes a cessation 
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of employment a majority of those thrown out of work 
are immediately compelled to apply for parochial relief. 
Moreover it will be shown in a subsequent chapter that 
tmtil an efficient system of national education is esta¬ 
blished there can be little hope that any widespread 
influence will be exerted by those new economic arrange¬ 
ments, such as co-partnerships and co-operation, upon 
which we must chiefly rely for the industrial elevation of 
the people. 

Emigration might no doubt become a most effectual 
remedy for low wages. It not only relieves an over¬ 
burdened labour-market, but by our emigrants countries 
are developed, to which England must chiefly look for 
those supplies of cheap food which are so essential to her 
material progress. But in the present condition of the 
country there is a grave peril associated with emigration. 
Those who leave onr shores are naturally the most ener¬ 
getic and intelligent of our labourers; the consequence is 
that emigration is constantly drawing away those whom 
we can least afford to lose, and those remain behind who 
are most likely to become a burden upon our resources. 
While so large a proportion of the population is deficient 
in frugality, the advantages resulting from emigration are 
frittered away and no permanent benefit is produced. The 
relief temporarily given to an overstocked labour-market 
by emigration is quickly neutralised by the increase of 
population which is invariably stimulated by an advance 
in wages. During the last twenty years emigration on a 
large scale has been constantly going on from these 
islands; yet there never was a time when complaints were 
more frequent as to the unsatisfactory condition of our 
labourers. 

Summarising the conclusions to be deduced from these 
remarks it may be briefly said that education, by enor¬ 
mously increasing the efficiency of labour, wmuld make 
labour and capital both more productive; hence there 
would be more to be distributed in profits to the capitalist 
and ill wages to the labourers. The cost of commodities 
would be lessened, every branch of industry would acquire 
a new prosperity, and this prosperity would be shared by 
the whole community. The additional wages thus ob¬ 
tained would not sow the seeds of future poverty by 


BOOK ir* 
CH. VIII. 


Without 
national 
education, 
the hene-' 
ficial effects 
of emigra¬ 
tion will 
only he 
temforary. 


A brief 
summary 
of the effects 
of a system 
of national 
education. 




232 


BOOK II. 
OH. VIII. 


JRoxu can 
national 
education 
he secured ? 

The BU- 
nientarij 
JEdueation 
Act, 1870. 


Manual of Political Pconbmy, 

stimulating an improvident increase of population, 
would be enjoyed by a people whose prudential 
would be so much developed as* to make them perma¬ 
nently retain the superior standard of living they Irad 
acquired. 

In proceeding to consider how a system of national 
education can be secured, it may be remarked that e:s:pe- 
rience has shown that something more is required tliaa 
the building and maintaining of schools. The State rnnst 
resolutely interfere, and boldly assert the great principt^. 
that every child shall be protected against the irreparaTole 
wrong which is inflicted upon him if he is permitted, to 
grow up in ignorance. This principle has received only 
partial recognition in the Elementary Education Act of 
1870. This Act introduced not a general system of com¬ 
pulsion, but what may be described as permissive comp-Q.1- 
sion. In those districts where the school accommodation 
is insufficient, a school board is constituted ; the ratepayers 
also have the power to form a school board if they wishi to 
do so, even where the school accommodation is sufficient. 
These boards are permitted to frame bye-laws for enfoirc- 
ing school attendance on every child between the ages of 
five and thirteen; but as it is not obligatory on the bonrds 
to do so, and as there is no other means of securing com¬ 
pulsion except through the school boards, it follows tlmt 
only a portion of the community has been brought under 
the infiuence of compulsory education. In fact the _A_ct 
has done scarcely anything to improve the education of 
the rural districts. A school board is very rarely esta¬ 
blished in a country parish, and it has been repeatedly 
proved that the ignorance of the rural labourers is far 
more due to the early age at which children are sent to 
work than to a deficiency of school accommodation. 

The arguments in favour of the adoption of a geneiral 
system of compulsory education are greatly strengthened 
by the good results which are generally admitted to have 
followed from the educational clauses of the Factory A.cts, 
which enforce 15 -hours' school attendance a week uipoii 
all children under thirteen who are employed in factoiries. 
If a child who is at work is compelled to attend school it 
is impossible to suggest any reason why a similar protec¬ 
tion should not be extended to children who are not at 
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work. In this case the difficulty of depriving parents of 
their children’s earnings does not arise. It is important 
to bear in mind that the educational clauses of the Fac¬ 
tory Acts have now been extended to every important 
trade in the country except agriculture. And by an Act 
recently passed a certain amount of school attendance is 
to be enforced upon children employed in agriculture. 
The amount of education, however, which they are to 
receive is unhappily reduced almost to a minimum. They 
need only attend school four months in a year; they 
are also permitted to leave school altogether at eleven. 

The objection most frequently brought against compul¬ 
sory education is that it w^ould deprive poor parents of 
their children’s earnings. This objection is manifestly 
not applicable except in the case of those children who 
are at work. The great majority of those who would 
be at the present time directly affected by a general 
system of compulsory education are neither at school nor 
at work; for, as we have seen, a certain amount of school 
attendance is enforced upon every child who is engaged 
in industry. It is therefore evident that this plea about 
the poverty of the parents has little real validity; the 
enforcement of school attendance takes nothing further 
than the school pence from those parents who allow their 
children to grow up in idleness. Although from these 
considerations it appears that the difficulty associated 
with the loss of children’s earnings is unduly magnified, 
yet it is very important carefully to estimate the ob¬ 
stacles which are presented by the poverty of rural 
labourers to the extension of education in the agricultural 
districts; because this poverty is constantly put forward 
as a reason why children employed in agriculture should 
receive such a very small amount of education compared 
with children who are employed in manufacturing and 
other industries. 

It has been already stated that there is the most striking 
diversity in the condition of agricultural labourers in differ¬ 
ent localities. The report of the commissioners who have 
lately inquired into the condition of people employed in 
agriculture shows that few labourers in England are better 
off than the agricultural labourers of Northumberland. 
They earn 70 or 80 per cent, more than is earned by their 
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fellow-labourers in many parts of the East and South- 
West of England; they possess otlier advantages 
are now rarely enjoyed by labourers in these less favoured 
localities. If all our agricultural labourers were a.s -well 
olf as they are in Northumberland the argument derived 
from the poverty of the parent would cease to exist. 
it is necessary not so much to consider those wlio a,3ro ex¬ 
ceptionally well off, but to intpirc how tlie enforceir:ioxit of 
a greater amount of school attendance upon childrerx vrould 
affect the Wiltshire or Dorsetshire laboimcr wlio ib onlv 
earning his nine or ten shillings a week. Strang-^ a.s at 
first sight it may appear, it is not difficult to sho-w that 
in consequence of the extreme poverty of these laboixrers 
the loss of a portion of their children’s earnings will inflict 
upon them a very small amount of hardship. Wa.g-es of 
nine and ten shillings a week may be truly desigrrated 
minimum wages; or, in other words, they represent the 
smallest amount upon which a man with a family can 
live. That this is the case is strikingly corroborated by 
the well-ascertained fact that in those districts Avliere 
agricultural wages are the lowest, tlic remuneration of 
the labourer fluctuates with the price of corn. NV'lien 
bread is dear, wages advance. If there is a fall in. the 
price of bread, wages are at once reduced. Farmers vhen 
meeting at market, talk about the subject with eacli other; 
if nine shillings a week represent the current wages, and 
there is a considerable rise in the price of wlieat, it is 
agreed by common consent that a man with a family can¬ 
not live upon nine shillings a week; consequently a^xx un¬ 
derstanding is arrived at, which everyone througiioxxt the 
locality obeys, that wages shall bo raised to ten or oleven 
shillings a week. It seems contrary to tlie gcnera.lly ac¬ 
cepted principles of Political Economy that wages slxould 
fluctuate with the price of wheat. A rise or fall in its 
price does not indicate any change, either in the amrount 
of capital invested in agriculture, or in the supply of 
labour. But the fact that wages continue in these locali¬ 
ties exceptionally low, distinctly indicates that the remu¬ 
neration of the labourer is not controlled by the general- 
competition of the labour-market, but is determined, by 
the particular circumstances of the locality. If, therefore, 
wages are kept down at a minimum, as in “Wiltshire and 
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DorsetsHre, it is evident that a man cannot be much | 
worse off if he is deprived of a portion of his children’s 
earnings. A calculation is made as to the smallest amount 
upon which he can live; in making this calculation the 
earnings of his children are of course taken into considera¬ 
tion. The amount therefore which has to be allotted to 
him must be somewhat increased if the earnings of Ids 
children are to a certain extent reduced. It must also 
he borne in mind that a child does not necessarily lose 
half what he has heen accustomed to earn if he is com¬ 
pelled to spend one half of his time at school. Such a 
restriction upon labour diminishes its supply, and conse¬ 
quently exerts a tendencj^ to raise its price. Moreover, an 
indirect effect would be exerted upon the remuneration 
of adult labour by diminishing the supply of juvenile 
labour; for the employment of children often reduces the 
wages of the adult labourer. It may be thought that if 
labour were thus made dearer, a tax would be imposed 
upon employers; any loss which they might in this way 
suffer could be but temporary; in a few years they would 
receive a rich recompense in possessing a body of edu¬ 
cated labourers. 

As the nation advances in intellectual development, If the 
many agencies for improving the condition of the people 
will be spontaneously brought into operation. Thus, at 
the present time, the gravest moral and economic evils rc- terial atni 
suit from the miserable dwellings in which so many of our 
labourers live. If, however, the character of these people ^ 

became elevated, they would absolutely I'efuse to herd to- im^provaL 
getber in hovels, where many of the decencies of life niust 
necessarily he ignored. Every landowner would then feel 
that it was as essential to provide commodious cottages as 
good farm buildings. Many schemes of philantliropy now 
prove abortive, because people are not in a position to 
utilise advantages which are brought within their reach. 

Complaints are frequently made that there is compara¬ 
tively little use in erecting better cottages, because if one 
or two extra bedrooms are provided, they are certain to 
be let to lodgers, and things soon become as bad as they 
were before. 

People often become disheartened when they observe The in- 
the little permanent influence produced by some well- of 
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porsetshire, it is evident that a man cannot be much 
-averse o£f‘ if he is deprived of a portion of his children’s 
earnings. A calculation is made as to the smallest amount 
upon which he can live; in making this calculation the 
earnings of his children are of course taken into considera¬ 
tion. The amount therefore which has to be allotted to 
liim must be somewhat increased if the earnings of his 
children are to a certain extent reduced. It must also 
be borne in mind that a child does not necessarily lose 
half what he has been accustomed to earn if he is com¬ 
pelled to spend one half of his time at school. Such a 
restriction upon labour diminishes its supply, and conse¬ 
quently exerts a tendenej^ to raise its price. Moreover, an 
indirect effect would be exerted upon the remuneration 
of adult labour by diminishing the supply of juvenile 
labour; for the employment of children often reduces the 
wages of the adult labourer. It may be thought that if 
labour were thus made dearer, a tax would be imposed 
upon employers; any loss which they might in this way 
suffer could be but temporary; in a few years they would 
receive a rich recompense in possessing a body of edu¬ 
cated labourers. 

As the nation advances in intellectual development, 
many agencies for improving the condition of the people 
will be spontaneously brought into operation. Tlius, at 
the present time, the gravest moral and economic evils re¬ 
sult from the miserable dwellings in which so many of out- 
labourers live. If, however, the character of these people 
became elevated, they would absolutely :refuse to herd to¬ 
gether in hovels, where many of the decencies of life must 
necessarily be ignored. Every landowner would then feel 
that it was as essential to provide commodious cottages as 
good farm buildings. Many schemes of philanthropy now 
prove abortive, because people are not in a position to 
utilise advantages which are brought within their rc 3 acli 
Complaints are frequently made that there is compara¬ 
tively little use in erecting better cottages, because if one 
or two extra bedrooms are provided, they aro certain to 
be let to lodgers, and things soon become as bad as they 
were before. 

People often become disheartened when they observe 
the little permanent influence produced by some well-, 
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devised scheme for ameliorating the condition of the poor, | 
Thus it was confidently hoped that the granting of allot- ' 
ment gardens would do much for the labourers. There { 
can be no doubt that these allotments might exert a most 
beneficial influence. They are not however in themselves 
sufficient to raise the condition of a class. Too .much was 
in fact expected from them. People became disappointed, ' 
tind many high authorities on economic sulyects have j 
consequently underrated their advantages. It has for 
instance, been maintained that, in the case of our worst- 
paid labourers, an allotment only acts as a rate in aid 
of wages; that these labourers obtain from their wa<^es 
and their allotments only just sufficient to live upon* mid 
that, consequently, their wages would have to be advanced 
if they were deprived of their allotments. In some cases 
there is a certain amount of truth in these allegations- but ' 
as the labourers gradually improve, the produce obtained 
from an allotment must represent a real addition to 
wages. When allotments can be provided for town la- ; 
bourers, they not only supply much produce which would 
be expensive to purchase, but they furnish a healthy and 
most desirable occupation for leisure time. The greatest 
care should therefore bo taken to secure land for allot¬ 
ments. The enclosure act of 1845 specially provided that 
when land was enclosed, some portion of it should be re¬ 
served, as allotments for the labouring poor. These joro- 
visions have been most shamefully ignored. In the year 
1869 it was proposed to enclose in different parts of the 
country 6,900 acres of land, and the whole amount re¬ 
served as allotments for the labouring poor was 6 acres. 

Sometimes it is urged, with the supposed object of bene¬ 
fiting the poor, that our remaining waste lands should 
be brought under cultivation. Those who make such a 
demand should remember that since the commencement 
of the last century nearly 5,000,000 acres of land have 
been enclosed. Evidence which has been repeatedly given 
before Parliamentary Committees, indisputably proves that 
in the case of almost all these enclosures the intei-ests of 
the poor have been systematically neglected. The land 
which hcls been thus enclosed has sooner or later been 
added to the large estates of neighbouring proprietors. 
Land over which the public could exercise many most 
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valuable rights and privileges is, when enclosed, converted ir. 

into private property. The opportunities for recreation — 1 / 

and for enjoyment are not only greatly curtailed, but la- ofu^a^te 
hourers who have been accustomed to graze a cow or feed 
poultry upon a common, never again have a similar oppor¬ 
tunity when the common is enclosed. Those who possess 
rights of common are no doubt, in the first instance, com¬ 
pensated; but the benefits of this compensation rarely ex¬ 
tend beyond those who receive it. The small plot of land 
which is allotted to some poor commoner is almost certain 
to be sold; whereas his rights of common constituted a 
property which could not be alienated. Formerly it was 
advantageous to bring unenclosed land under cultivation, 
but enclosures have now in almost every locality gone far 
enough. Every new proposal for destroying a common 
should be watched with the utmost jealousy. Such public 
lands as commons must each year become of more value 
and importance to the whole community, in a country 
where land is so scarce, and so eagerly sought after as it 
is in England. 

Many other remedies for improving the condition of the No agency 
poor have from time to time excited public attention, 

The ejB&ciency of these may be tested by considerations 
similar to those which have been mentioned in this chap- ment in the 
ter. The question of primary importance is this. Will 
the agency proposed exert an influence to make the poor 
rely upon self-help ? In seeking to find an answer to this mahcs them 
question, we have been led to conclude that all remedies 
for low wages cannot permanently prove effectual until 
the whole community has been brought under the^ influ¬ 
ence of a comprehensive scheme of National Education. 
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T he frequency of strikeB during tlie last few years has 
been a prominent feature in the social condition of 
England. Tlie labouring classes would not be always 
ready to make such great sacrifices to support a strike, 
unless tliey believed that it was an eflicient remedy for 
low \vag<‘s. The subj’cct deniands a careful and dispas- 
siona-tt'- consideration, for the prejudices of each party in 
the disj)nttj arc 3 so strong, and the feelings excited so 
a;ugry, tha,ii little is heard but useless recrimination and 
uur('.aso 1 \ i ng partisn,nship. 

A(‘xu)nling to popuhir ideas, strikes are inseparably con- 
:n(U3t(ul with ij'juhis’-uuions, naid it will tlierefore bo neces- 
sa,ry in tliii first plaxHj, to settle tlie 'inuch-disputed cpiestiou 
a.s to Uu3 pnrpost'.s wliich tradoB'-unions are intended to 
fuUil. A royal coimnission, after a most elaborate investi- 
gaffum, lias lately made a report upon trades-unions. 
Ei-em this report and other sources of information tlie 
icillowing coiuilusions may he deducedTrades’-unions 
servo two distinct purposes. In the first place a trades’- 
union performs the ordinaryffunctions of a friendly society. 
A member of one of these vsocioties is assisted, when 
thrown out of work (.‘.ithor hy illness, or liy the stagnation 
of trade. It is not lua*e lUHiessary furtlicr to discuss the 
effects of a trarles'-union, when it is simply used for the 
charitable purposes just indicated. But a tradcs’-imion is 
always something more tlian a friendly society, its cliief 
purpose is generally to organise the workmen of a parti¬ 
cular trade into a combination, sufficiently powerful to 
enforce various regulations, both upon masters and men. 
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The promoters of trades’-unions seem distinctly to nn- 
derstand_ that the most effective way to raise the wages in 
any particular trade, is to restrict the nnmber of labourers 
■who are employed in it. Consequently many of the rules 
of these societies are framed with the specific object of 
artificially limiting the supply of labour. Thus some 
trades’-unions will not permit a master workman to take 
more than a certain number of apprentices. In the hat 
trade the number is limited to two. If the union has 
sufficient_ power to enforce obedience to its mandates, 
any restriction which limits the number of those brought 
up to the trade must exert a direct influence to raise the 
wages which are paid in this particular branch of industry. 
F or suppose that those who are engaged in the manufac¬ 
ture of hats were freely permitted to take as many ap¬ 
prentices as they pleased, the number of journeymen 
hatters in the country might be very much increased. 
Let it be assumed that there would be twenty per cent, 
more journeymen hatters than there are now; under these 
circumstances, there would be a greater number of labour¬ 
ers competing for employment in the hat trade, and their 
wages would consequently be reduced. The saving re¬ 
sulting from the lower wages will ultimately benefit those 
who purchase hats, because the price of hats would be 
reduced. The hat manufacturers would not be able to 
appropriate to themselves the savings which would accrue 
from the payment of a less amount in wages, because, 
when the cost of producing any commodity is reduced, its 
price is sure to be lowered in a corresponding degree, since 
people engaged in the same trade compete against each 
other for as large an amount of business as possible; and in 
their anxiety to undersell one another, they offer their 
commodities at a price just sufficiently in excess of the cost 
of production to leave them the profit ordinarily realised 
in tiade. It therefore appears, that those who purchase 
finy conuxiodity are compelled to pay a higher price for it, 
and that the wages of the labourers engaged in its inanu- 
factuie are artificially raised when resti'ictions are imposed 
■which limit the number of those who are permitted to he 
eniployed in the particular trade. 

These restrictions can on no grounds he defended; in 
the first place, any such interference with the distribution 
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of the lahour of the coitutry, arnonj^^st itH va,rioius I)ra.u<*Jies 
of iiidn^^try, introduces many most mischievous ino<[uaH>- 
ties* Tlie lahour of which sonu^ (unploynumts arc compul¬ 
sorily deprived is tlirown, a,s a. hurdc'.nsonu^ surplus, upon 
other hrauclu^s of iudustry; aaid tlu^. wa.ij;'(cs in some cun- 
ployracmts arc (iouscciuently a.s juiuh (Ic^pressed as the 
wages in otliers are raised, dhe nnunlxu's of a trades’- 
union, when tliey usurp such powcas, virtually (a)rvfisGrrte 
to tlieir own advautag(^ a. |)orti()n of ilu'. wage's winch 
would he paid to oiilier classes of lai)Our(U's, if imhistry 
wca-o uiisluickled hy such arbitrary rub's. Although tills 
iiijustice is slrikiug, yet iiicre still rt',mains iu Ix'. descirilxHl 
Ui nnicii gaa'atcamvroug, whielt is iullieted upon, tliose who 
are piawentc'd hy a, tradc's’-tinion from following tlie ein- 
ploynuuit (iiey would select, if hvft to tluur Own free'. 
cI)oi(u^ Then', is no right* t,o which ail uuu atul wonu'u 
have a* more iiulcietcsihlc^ cia.im, tluiu absolute freedoni to 
follow those pursulLs in which thc'.y tliink iiic^y n,r(^ hc'.st 
(]ualifu3d to sncux'C'd. The laws of a. free csountry ought to 
si'cain'. to ('.veay oix'. t,his right; foi’, if it Is chmic'd, iiuli- 
vidua,1 rrc'c'.dom at once excuse's to cnxist. Hiuii a. right is 
clc'uic'd, if a, jH'rson is c'.^cIucIcmI hy a trade's-unioti from 
following a. paaticula.r employnumt. it is no exc.nsi', (or 
thc^ nuunlx'rs of tlu‘. union to say Our trader is aJrc'ady oveu- 
erowclc'd, wages a.re t.oo low in it, and it* would he disa.s- 
tnms if they should lic^ still farthca- reducc'd by a.u inei'ease 
in th(‘ mimb(n‘ of those' applying for cmiploynumt. Mvc'iy 
uuin has a right* to judge of sucii things For himsc'lf; he 
may wish t.o cmga,ge in the tra.de, bc'c'a.usc', ]\o ha*s a* ])a,rii- 
eular caipacity for it, a.nd if lu'. is ai,i)itra.rily driven to some' 
other employmemt, hc'. is chprived of the a.dva,ntag<'S of 
the'- skill witli which nature ,ha,s cmdowc'd him. It* would 
thc,refore seem, that trades’-unious may intliet Ujxm laixmr- 
ers great social tyranny; it is not tlu^ la-honrcws who aionci 
snlTcr, for cjvcny class of ilic'. community is moin^ or hxss 
injuriously a*frc'ct.ed. These trades’-iuuons may inipc*ril 
the veuy c'.xlstcnec^ of a,n industry in a,ny pa*rtieu!ar distiic^t: 
for \ho various restrictions iniposcnl upon ennployers ina,y 
so much inca’c'ase the <‘.ost ol’a* eommoclity, a.s to rt'uder it im¬ 
possible for them to c'.otnpetc^ against othews in the sa.mc 
trade, whosci open-ations arc^ not similarly impcxled, .Ex¬ 
amples may he cpiotcd which prove that some brajudu's of 
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in n. |(r<*at. diMjri'n roidiiaai to tlio'.e liraiirlti*a of iiidiiatrv 1 
wliii’h rrqtdro f'omjut!ati\ol\ a inuf'h yyeater amount, (tfj 
luaiHial labour than fuaoldnei\. Am*thrr (’\am|dt* may i 
]in furnl'dietl by Shetlield. Itl tlda to\uu duiim*' tlie laat ! <oj./ 
fnw yoai'^u iiiaiiy inoaf divadful oiitrairi^a tiiivo Imhui |ior|io 
trafad tijiou arti'oain who Imvo ndnaod lo Join tho frath*a*» 
iinioUH, U'hnt iho'.o auatidioa |frarti-a* aiudi fyrnniiv, tliov' 
am Hurt* to n.*o morrion towiinl'i tlio iniir!ff*ra, iiffoiiijdin»( j 
1-0 {‘ouirtd tlioin in tlodr lin.’unr'.’-i anatunuuenla bv nil ^ 
liiiiila of voyalion. lo 41iot loti:n 11u» frado of SlioflioltlJ 
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ti'd lo ar! aa thes plea e, will In’ aide to eonipeie atn* . 
n-nlnlly a*»aiu'd Sheffudd, In eoriolunatiou tif I In:, opinijui 
i(. may he .afated, llml a Miem-'-fut alee] m.'umlaebuv !ia i 
already he*en e-.-Uahlidied in Manehe-jer. and i( . promoters 
tipeuly eonfena t hul they have In'eu iudueed to aehaU 
Mnneheaten m itrder that tln-v may earape tin* inilmuiee 
of the tradea* mniona ot Shefhehl, If* moren^er* (heae 
nadeliea alimild inetea.ae in numhera and in pouer, ao 
iw ^tutluiitly to riitlinme n majority t»f the wasrk •• - 
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est degree, to interfere with any individual who does not 
belong to their society. It would therefore appear that 
social terrorism is the source of their power; for althono-h. 
such outrages as those committed at Sheffield are exer¬ 
tional, yet a non-union man is subjected to so many petty 
annoyances that his life not unfrequently becomes a burden 
to him ; and employers are coerced in a similar manner if 
they do anything contrary to the rules of a trades’-union. 
Thus if a master, engaged in some business such as wool- 
stapling, where the trade society is all-powerful, were to 
employ non-society men, all his labourers who belonged 
to the trades’-union would at once refuse to work for 
him, and he would in this way be subject to great loss 
and inconvenience. 

It is not, however,‘these regulations concerning the 
internal arrangements of a trade, wdiich have caused so' 
much public attention to be directed towards trades- 
unions during the last few years; the interest excited in 
those societies has been in a great degree due to their 
conuection with strikes. The trades’-unions have, in fact, 
endeavoured to regulate wages, and they apply their or¬ 
ganisation to compel employers to agree to their demands. 
If, for instance, it* is proposed to reduce the wages in some 
particular branch of industry where the majority of the 
'men employed belong to a trade society, then, if the 
loaders of tho society consider that the reduction ought 
not to be xnade, they issue ati order that work should be 
discontinued rather than accept the reduction. If the 
reduction is still insisted on by the employer, the imme¬ 
diate consequence is a tnrn-out of the workmen, or, in 
other words, a strike. Now it is evident that a trades’- 
union need not necessarily have the slightest connection 
with a strike; oven if trades’-unions did not exist, 
strikes might still be of frequent occurrence. A strike 
implies a combination amongst a large number of work-, 
men, and such a combination is not possible unless a 
considerable majority of those engaged in any trade agree 
to act in unison. Such coinhined action as a strike re¬ 
quires cannot therefore exist unless the workmen submit 
to be governed by an organisation. The trades’-unions 
supply this organisation, without which there cannot be 
complete unity of action. It is quite possible, however, to 
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conceive that a trades’-union may prevent a strike, and 
many of these societies have, as yet, never boon connected 
with a strike; stfll, as long as a great number of workmen 
in this country are warm advocates of the system of sti-ikes, 
it is quite certain that trades-unions and strikes will be 
intimately connected together. 

Since a strike requires combination, wo have to emiuire, 
when investigating the effect of strikes, whether workmuu 
by combining can obtain higher wages. It can scarcely l)c 
disputed that they possess a perfect riglit to combine. I’lio 
right may be, and has been, abused; then, of course, it 
ceases to be justifiable; but if employers are freely per¬ 
mitted to invest their capital to the greatest possible 
advantage, the employed may equally claim to bo allowed 
to obtain the highest wages they can for tlicir labour. If 
therefore, any number of them choose to form themsolvos 
into a combination, and refuse to work for the wagess 
which are offered to them, they are as perfectly justilnul 
in doing this as capitalists are when they refuse' to em¬ 
bark their capital because the investment offered is not 
sufficiently remunerative. Workmen, liowevor, do an 
illegal and most mischievous act, which ought to be 
severely punished, if they attempt to sustaii'i' the com¬ 
bination by force, or if they coerce individuals to join 
it by threatening to subject those who keep aloof eiilu'r 
to annoyance or personal violence. Workmen h;u'e .some¬ 
times maintained tlieir combinations, not only by ani.s of 
violence, but also by variotis kinds of social l,(!iTori,sm. 
Justice obviously demands that the blame which, iitta.<h(ts 
to such actions should not bo borne by those who n(iv(!r 
abuse the power of combination. An increasing Jiumher 
of the intelligent artisans of thi.s country each ycjar Ixutouui 
more decided advocates of trados’-unio'ns. The inlluoimc! 
of these societies is rapidly extending in other conn trie,,s; i I; 
is therefore very important to ascertain the off'cet, ('.xertisd 
upon wages and upon the general condition of the labourer 
by a legitimate use of the power of combination. 

In making this investigation it is essential to keep 
clearly in view the fundamental distinction botwc.!en, the 
permanent and temporary conseciuonces which arise from 
the operation of an economic agency. In every branch of 
industry there is a certain position of equilibrium to which 
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profits and wages have a tendency to approximate. A 
long time however may be required to restore wages and 
profits to this position of eqxiilibrium. Thus the woollen 
trade cannot permanently continue very much more pro¬ 
fitable than the cotton trade, because the competition of 
oapitxil will gradually induce capital to bo invested in 
tlic one trade and withdrawn from the other. Competi¬ 
tion cannot exercise this equalising force instantaneously; 
it takes, for instance, a considerable time to erect new 
woollen mills, and there will bo always much hesitation 
before men will relinquish such a business as the cotton 
trade, to which they have been accu.stomGd. Hence, one 
branch of manufacture may continue for many years ex¬ 
ceptionally prosperous, whilst in some other business there 
may be a corresponding depression. 

Competition exerts a similar equalising influence upon 
wages. If wages in one branch of industry are exception¬ 
ally liigli, whilst in some other they arc exceptionally low, 
labour will bo gradually attracted to the bnsiticss in 
which the high remuneration is given, and will be with¬ 
drawn from the business in which the rcmuxieration is less 
than tlio average. But hero again time is re([uired for 
carrying out this equalising process. Labourers will 
rather submit to some temporary loss than changii tlieir 
occupation. A considerable expense will also be incurred, 
if a niaxx has to change his residence in order to obtain a 
now employment. In some cases it liappens tluit such 
obstacles as these neutralise the force of competition, not 
temporarily, but for an indefinitely long period. For in¬ 
stance, the wages of agricultural lahoxirers hi somci Itx^ali- 
ties are permanently depressed below the rate. 

The reason of this is, that the force whicli coinptUltion 
would exert to advance these wages is neutralised by tlu^ 
labourer being prevented througli ignoi‘ance and poverty, 
from resorting to those localities where wages are higher. 
These general remarks enable us more exactly to deter¬ 
mine the infl.uence which can ho exerted upon the con- 
,dibion of*the labourers by tlie power of combination. 

If competition acted instantaneously, or in other words, 
if profits and wages in every branclx of industry were al¬ 
ways at their natural I'ate, it might bo at once concluded 
that the power of combination could exercise no effect 
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either upon profits or upon wages. Suppose, for instance, 
that workmen by resorting to a strike obtained an ad¬ 
vance in wages. This advance would be of no benefit to 
them, if the competition of other labourers, anxious to 
participate in this advance, could immediately produce 
its equalising effect. No conclusion of any practical value 
can be arrived at on the subject unless the mode in which 
competition acts is kept steadily in mind. In all those 
branches of industry in which the competition of labour 
and capital freely acts there cannot be secured any per¬ 
manent increase in profits or wages, by a combination 
either of employers or employed. It has, however, been 
previously remarked that in some cases the equalising 
effect of competition is neutralised through an indefinitely 
long period. This occurs with regard to agriculture, in 
those countries where wages are the lowest. When a 
branch of industry is in this position, there can be no 
doubt that labourers can by combining secure a per¬ 
manent advance in wages. Suppose, for instance, that 
Dorsetshire labourers,- earning only ten shillings a week, 
received so much extraneous assistance that they were able 
to mauitain a prolonged strike. The farmers, under such 
circumstances, would almost inevitably be vanquished in 
the struggle. They would be ruined if their land remained 
uncultivated, and since the wages previously paid were 
minimuin wages, it would be impossible to obtain labour 
from other localities unless a higher remuneration w’^ere 
offered for it. The power of combination has, within the 
last year or two, since the establishment of agricultural 
labourers' unions, produced some effect in raising the 
wages of our worst paid agricultural labourers. When 
these combinations become more general, various other 
agencies, such as migration and emigration, will be birought 
into operation to raise wages. It now remains to investi¬ 
gate the influence which a power of combination may 
exercise upon wages and profits, during the time which 
always elapses, before competition can produce its equal¬ 
ising effect. 

When men labour simply for hire, it is manifest that 
the adjustment of wages is analogous to the bargaining 
which is carried on by the buyer and seller of a com¬ 
modity. Although it is no doubt true, that the price, at 
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•which a commodity is sold, approximates to the cost at 
which it can be produced and brought to market, yet the 
price at which it is actually sold is often to a consider¬ 
able extent influenced by various circumstances which 
may happen to place the buyer in either a better or worse 
position for bargaining than the seller. In a similar -way 
wages ultimately depend upon the amount of capital and 
upon the number of labourers; yet the wages which, at 
any time, are paid in a certain trade are to a considerable 
extent influenced by the relative advantages possessed by 
employers and employed for carrying on the bargaining, 
by which wages are adjusted. The question therefore 
arises, Will workmen by combining, or by showing that 
they have the power to combine, improve their position 
in carrying on this bargain 1 

It is well known that employers in various trades fre¬ 
quently act in combination. For instance, the iron¬ 
masters in the midland counties hold quarterly meetings 
at which a scale of wages and prices is fixed. Every iron¬ 
master considers himself bound to conduct his trade in 
strict accordance with the scale agreed upon. If any one 
should disobey the decision of the meeting, he would sub¬ 
ject himself, not indeed to personal violence, but to a social 
terrorism very analogous to that by which trades’-unionists 
so frequently maintain their organisations. The recalci¬ 
trant iron-master would be abused by his fellow-employers, 
and very probably an effort would be made to ruin one 
whose conduct was supposed to be injurious to the inter¬ 
ests of his class. It is impossible fully to understand the 
effects resulting from combinations of workmen unless it is 
remembered that similar combinations are formed by their 
employers. 

Let it be supposed that the iron-masters at one of their 
meetings decide, in consequence of a prosperous state of 
trade, to advance wages 10 per cent. The iron-masters, 
who like other people are liable to mistakes, may not have 
made such an advance in wages as the state of the trade 
would fairly admit. Wages might, perhaps, have been 
raised 20 per cent., without unduly trenching upon profits. 
A labourer, impressed with the conviction that an advance 
of 10 per cent, is not sufficient, demands something more 
from his employer. The employer, who has entered into a 
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compact with others of his class, as to the wages which 
shall be paid, must at once feel the advantageous position 
he occupies in resisting the demands that the labourers 
make upon him, if they have no organisation for com¬ 
bined action. He knows that if any of them refuse to 
work for him, they will be unable to obtain higher wages 
from other employers in the locality; because by previous 
agreement a uniform rate of wages prevails. A labourer 
has seldom saved sufficient to be able to maintain himself 
for any length of time without work; he makes a great 
sacrifice if he seeks another occupation to which he is un¬ 
accustomed, and especially at a time when his own trade 
happens to be exceptionally prosperous. It therefore ap¬ 
pears, that the bargaining which often goes on in adjust¬ 
ing wages, implies a struggle, or a conflict of effort between 
employers and employed; in this conflict a great advantage 
will be possessed by those who can act in concert, over 
those who simply act as isolated individuals. The truth 
of this will he more distinctly perceived by considering 
what would occur if, in the case just described, the labour¬ 
ers combined to make a demand for a greater advance in 
wages. Assume that in the iron trade there is a powerful 
trades’-union; that all the labourers in the district belong 
to it, and that they are as well organised as their employ¬ 
ers. The representatives of this trades’-unioii would feel 
that they were placed in a position of equality with their 
employers, when making a demand for liiglmr wages ; the 
employer also would know that as a last resource a strike 
would be agreed upon. This would bring business to a 
standstill, and thus trade would be suspended when it 
was very prosperous, and when exceptionally high profits 
were being realised. The loss and inconvenience thus in¬ 
flicted upon employers would be a strong inducement to 
them to yield to the demand of their labourers if it could bo 
fairly conceded. Each party to the bargain would thus be 
placed in a position of equality when arranging its terms. 

In the example just investigated it has been implied 
that the employers do not, in the first instance, offer an 
adequate advance in wages. It often, however, happens 
that the labourers err on their side, and insist upon wages 
which cannot he fairly conceded. The only security against 
such errors is the serious loss inflicted both on masters and 
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moil by tnulii (l.iK))ut(‘K. It is difficult adequately to esti¬ 
mate'. tlio loss Avliich is (iaused to each party by such a sus- 
|)(insioii of husiiKjss. The employers uot only have a vast 
aiuomit of capital lying idle, but a very considerable por- 
j-ioii rd their trad(J inay pciriuauently pass away to other 
locaJil.ic's. Wlicn business is recominonced mairy of their 
forinc.r labourors^ hav(i jtd't the district, and their places 
havi! to 1.H! occupi(,Hl by inferior workmen. During a strike 
labourers often, cuduro the .tiiost severe hardships; the 
savings of many yeruvs are spent, and so acute is the dis- 
Iross, tliat oven household furnituro has sometimes to be 
sold. All this sulForing is aggravated by the lo.sses in- 
fbotod on the e.mployers, beca,uso if a great amount of 
<‘apda.j is sa(:rili(.H',<l in the conlliot, the wage-fund will be 
diminislied, jmd less will remain to bo distributed inwao'es 
wliim work is rosnmod. ^ 

1’her(( ca.n be no do\d)t that in the majority of strikes 
l.lio iimslnrs liavii Ix'.ou siillleiently powerful not to concede 
the deina,uds of their workmen. Not only do the superior 
reKo>ire,(\s of tlu^ employer enable him to carry on the 
struggle, for a, longtir ])i'.rio(l, hut workmen are generally 
such unskilli'd iactioians that they n.sually strike, not to 
S(H',ure a ,11 iulva,noe in wa.ges when trade is'prosperous, hut 
to prevent a reduction when trade is depressed. In times 
of de.pr('ssio,n a temporary suspension of business may very 
liossibly bo. rather an adva.ntago tlnui a loss to employers. 
(.lonHi.;({uctd ly at sueb a time the prospect of a strike im- 
plios by no means so formidablo a threat as when trade 
i.s active. 

li’rom the tenor of these remarks it appears that strikes 
are iiisoparahly associateil witli our present economic .sj^s- 
l.em. As long a,s tho relations between employers and 
omi,)loyed continue to he analogous to those existing he- 
tweim, tho buyc,'.r and seller of a commodity, it must often 
luii>peu that tho emo party will refuso to accept the price 
which is offered by tho other for labour; if tire refusal is 
pcrsistcil in, a, strike inovitahly ensues. When strikes are 
rcga,i'<lod from this point of view it i.s as hopeless to expect 
that l(.igi.slation can prevent them, as it is to suppose that 
merchants could bo compoUod to soil their goods if an in¬ 
adequate price were offered for them. Something may no 
.doubt he done by conciliation and arbitration, either to 
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obviate or to render less frequent tlie trade disputes arising 
between employers and employed. A master wbo exhibits 
gieat personal interest in his workmen’s welfare, is gene¬ 
rally able amicably to settle any difference which arises in 
his business upon a question of wages. Experience has 
also shown that the establishment of courts of arbitration 
often enables trade disputes to be arranged, without re¬ 
course being had to the disastrous expedient of a strike. 
The efficiency of these courts depends to a great extent 
upon making a wise selection when choosing an Empire. 
It is usual for the employers and employed to have an 
equal number of representatives in these courts of arbitra¬ 
tion. The ultimate decision has therefore sometimes to 
be made by the Umpire or Referee, who must be a person 
absolutely unsuspected of any bias towards either party in 
the dispute. 

Such expedients as personal conciliation and courts of 
arbitration, although exerting a most useful influence, do 
not provide a completely efficient remedy for strikes. 
These disputes must be regarded as the natural outgrowth 
of the existing relations between employers and employed. 
In order to obtain a complete remedy for s^trikes, it will 
be necessary to remove the antagonism of interest now 
existing between employers and employed. Some plan 
must be adopted, which will make masters and workmen 
feel that they have an identity of interest. It is no doubt 
true that all those wdio are engaged in any business have 
a common interest in its prosperity; but the grave defect 
connected with our present economic arrangements is 
that the amount of advantage or disadvantage which is 
derived from prosperous or adverse trade by employers 
and employed is not arranged according to any definite 
plan, but is too frequently settled in an angry struggle of 
rival pecuniary interests. Various schemes have already 
been tried with remarkable success which correct the de¬ 
fect just alluded to, and which introduce a copartnership 
between masters and workmen. These schemes are based 
upon the general principle, that labourers should not work 
simply for hire, but should participate in the profits which 
are realised by their industry. It has been previously 
shown that the power of combination enables workmen 
more surely to participate in the profits realised in times j 
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of active trade. From this it would appear that the power 
of comhmatiou establishes, as it were by force, a copart¬ 
nership between employers and employed. 

If this fact should obtain general recognition it rmav 
be confidently anticipated that the principle of copartner¬ 
ship will be genei'ally introduced into our industry. In 
order to show that there are no practical difficulties op¬ 
posing its introduction, which cannot be ultimately snr- 
mounted, we will proceed to describe some of the cases in 
which it has been applied. 

One of the first and most valuable experiments was 
made^ by M. Leclaire, a house decorator in Paris. The 
expeiiment, though well hnown, is particularly importstnt, 
because its results have been verified by the most accurate 
testimony. M. Leclaire employed about 200 workmen, 
and the carelessness and apathy of his men subjected Inim 
to constant loss and annoyance. He therefore resolved 
that he would endeavour to make the labour of his men 
more efficient by giving them some pecuniary interest in 
the work in which they were employed. He consepuemtly 
assembled them together, told them that he would con¬ 
tinue to pay them the customary wages of the trade, and at 
the end of the year would distribute amongst them a cer¬ 
tain share of the profits which had been realised. M. Te- 
claire affirms that the plan was eminently successful, a.iid 
that he was in a pecuniary sense abundantly recompensed 
for the share of his profits which he gave to his workmen. 

As another example, it may be mentioned that the Pstris 
and Orleans Railway Company distribute a certain por¬ 
tion of the profits realised amongst the working staff of the 
railway, and it is unanimously affirmed by the Directors 
that the plan succeeds admirafty. 

The fact that M. Leclaire has been abundantly recom¬ 
pensed for the share of profits allotted to his workmen, 
deserves particular attention. It shows that co-partnersLip 
does not require from the employer any sacrifice on belialf 
of his workmen, but, on the contrary, that both are equally 
benefited. The efficiency of labour and capital must evi¬ 
dently be greatly increased, by improving the relations 
between employers and employed; and when labour and 
capital become more efficient, there is more to distriltoute 
both in wages and profits.. The error is not unfrequeiutly 
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committed of supposing that the share of profits allotted 
to labour represents so much abstracted from the returns 
of the capitalists. The Eoyal Commissioners, who lately- 
reported upon trades’-unions, failed to appreciate the 
advantages resulting from copartnership, because they 
assumed that the share of profits received by the labourer 
was so much taken from his employer. If this were so, no 
particular benefi.t could attach to the system, because there 
would be no identity of interest established, if what wms 
gained by the labourer were lost by the capitalist. The 
fundamental advantage of these schemes arises from the 
circumstance that the benefit they confer is mutual; the 
share of profits received by the labourer is a measure of 
the gain secureti by the employer, as a consequence of the 
additional efficiency given to labour and capital by intro¬ 
ducing harmony, where before there was antagonism and 
rivalry of interest. Some idea may be formed of the enor¬ 
mous saving which might thus accrue. Not only would 
the loss inflicted on industry by strikes and lockouts be 
avoided, but a vast amount of waste would be obviated. 
Employers constantly complain of the loss they sustain 
from the listlessness and apathy of their workmen. A 
heavy outlay has to be incurred in overlooking labourers, 
in order to see that work is not shirked. In some branches 
of industry it is impossible to obtain anything like an 
adequate supervision; the labour is too much dispersed. 
This is particularly the case with agriculture, and to such 
a business copartnership could be applied with maximum 
advantage. It can be confidently asserted that a farmer 
would largely increase his own profits if he consented to 
allot to his labourers some portion of his profits. After 
paying them the current wages, and setting aside a fair 
amount, as interest upon capital and as remuneration for 
his labour of superintendence, he might agree to distribute 
amongst his labourers a portion, say one half, of any extra 
profits that might be realised. Each labourer’s share of 
this bonus being determined by the aggregate amount of 
wages he had earned, the most would consequently be 
obtained by those who were the best labourers. Such an 
arrangement would powerfully stimulate the industrial 
energy of the labourer who is now proverbially slow in his 
movements and apathetic in his work because fie has no 
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mclucement, except when engaged in piece work to 
himself more than he is absolutely obliged. Other 
of industrial partnership have been adopted which ^ 

more complete union between capital and labour. Da 3 ri:o.g 
the last few years the practice has been rapidly extending 
not only of allotting to workmen a share in profits 'b'lat 
also of allowing them to invest capital in the business 
which they are employed. One of the most remarls:alble 
experiments of this kind has been tried with eminent sxxc- 
cess by the Messrs. Briggs, who are large colliery proroxie- 
tors at Methley, near Leeds. Probably in coal mimixig 
more than in any other industry, disastrous disputes be¬ 
tween employers and employed have been of freqrxent 
occurrence. Mr. Briggs was so harassed with these dLis- 
putes and was suffering such severe pecuniary loss from 
repeated strikes that he determined, a few years since, to 
relinquish his business. Upon announcing this intention, 
one of his sons advised him to try the expedient of esta¬ 
blishing a copartnership between capital and labour. 'W'itli 
the view of securing this copartnership the followincr plan 
was adopted. The business was converted into a'^oii'it- 
stock company, the capital of which, £135,000, was raised 
by 9000 shares of £15 each. The Messrs. Briggs retained 
two-thirds of the whole number of shares, and the remain¬ 
ing one-third wms first offered to those employed at tlie 
mines. The workmen have on the directory some of tiieir 
own body to represent them. It is further anunged. tliat 
when the profits exceed 10 per cent., after setting aside a 
fair amount to reimburse capital, one-half the remaining 
surplus should be distributed amongst the labourers, and 
that each individual’s share of this bonus should be propor- 
I tioned to the aggregate wages which he has earned. A 
; most satisfactory cooperation between capital and labour 
I is thus secured. The Messrs. Briggs, who are inon of 
I great practical experience, affirm that the plan evon as 
a commercial experiment has proved eminently successful. 
They say with great truth, that labourers w^ho own flie 
capital and participate in the profits realised, will never 
resort to strikes, and those unfortunate disputes wbich 
have recurred with such disastrous frequency in tiie ooal 
trade will thus be prevented. The Messrs. Briggs also 
state that labour in a coal mine can never be propexly 
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W ll have liad frequent occasion to refer to the fact 
tliat tlie capital and labour which, industry requires 
are in this, and in most other countries, generally supplied 
by two distinct classes, who are termed capitalists and 
labourers, or sometimes employers and employed. In¬ 
dustry is said to be carried on upon the cooperative prin¬ 
ciple when these two classes are merged into one, and 
when the capital which is needed for the production and 
distribution of wealth is supplied by those who provide the 
requisite labour. Thus a cotton manufactory would be 
converted into a purely cooperative undertaking, if the 
operatives employed in it were able to subscribe a sut 
ficient amount amongst them to purchase the manufactory 
and to carry on the business on their own account. Again, j 
an ordinary retail shop would become cooperative if the ' 
premises and stock-in-trade were owned by those who 
served in the shop, by the porter, and by others who are 
engaged in carrying on the business. The great majority, 
however, of the societies which are known in this country 
as cooperative, differ essentially both from the cooperative 
manufactory and the cooperative retail shop which have 
been just described. Cooperation has hitherto been sel¬ 
dom applied to the production of wealth. • Probably at 
least nine-tenths of the existing cooperative societies carry 
on those ordinary retail businesses the function of which is 
to distribute rather than produce wealth. These distri¬ 
butive societies, which are now generally known as coope¬ 
rative stores, are wanting in the most essential character¬ 
istic of cooperation, for they do not necessarily establish an 
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unionj or as we have described it, a merging of capital and 
labour. The capital in these stores is owned by, and the 
profits realised upon it are distributed amongst, the cus¬ 
tomers and not amongst the employes of the establish- 


BOOK II, 
OH. X. 


meat. ^ ... 

In thus pointing out that the title cooperative is now 
crlven to many trading concerns which are not conducted 
upon strictly cooperative principles, it must not be sup¬ 
posed that we underrate the great benefit which coopera¬ 
tion, even applied in this modified form, has* conferred 
not only upon the working classes, but also upon the 
general community. The cooperative movement is no 
doubt, as yet, only in its infancy, but in tracing its rapid 
development during the last few years, we shall not only 
endeavour to describe the great advantages which have 
already resulted from it, but we shall also attempt to 
explain why cooperation may probably be more confidently 
relied upon than any other economic agency, to effect a 
marked and permanent improvement in the social and in¬ 
dustrial condition of the country. 

The first cooperative store in this country vras established 
about 30 years since, and it had an origin so humble as at 
the time scarcely to attract any notice. It appears that 
in the year 1844, there was great depression in the flannel 
trade at Eochdale, and as the wages of the weavers were 
much reduced, the fact seems to have impressed itself 
upon some of them, that their scanty earnings did not go 
so far as they might, because the articles sold to them in 
the ordinary retail shops were dear and often mxich adul¬ 
terated. Twenty-eight of these poor weavers accordingly 
agreed to club together a small sum in order to purchase 
some tea and sugar from a wholesale shop. After they 
had done so, each one of their number was supplied 
with tea and sugar from this common stock, paying 
ready money for it, and giving the same price for it as they 
had been charged at the shops. They did not expect to 
secure any considerable profit; the object they had in 
view was not so much to obtain a good mvestment as to 
avoid purchasing dear and adulterated articles. But they 
found, not a little to their surprise, that a very large profit 
had been realised. The great advantage of the plan be¬ 
came self-evident, for not only were they provided with a 
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lucrative investment for their savings, hut they obtained ^ 
unadulterated tea and sugar at the same price as they had 
been previously obliged to pay for these same articles 
when their quality was deteriorated by all kinds of adul¬ 
teration. A fresh stock of tea and sugar was of course 
purchased. Other labourers were quickly attracted to join' 
in the undertaking, and subscribe their savings. 

In 1856 this society, now become famous as the 
Rochdale Pioneers, possessed a capital of about £12,900 
The business was not long restricted to articles of grocery; 
bread, meat, and clothing were all sold on the same plan! 
Their capital so rapidly increased, that they were soon en- ! 
abled to erect expensive steam flour-mills; and a supply of 
pure bread, as well as unadulterated tea, was thus insured. 
During the last few years, this Pioneers’ Society has 
attracted frequent public attention; for it has gradually 
grown into a vast commercial institution, embracing a 
great variety of trades^. j 

The share capital of the Pioneers’ Society has so rapidly * 
increased that it possesses now far more than sufficient to 
carry on the business at the store. With a capital of 
£25,000 which is employed in this store, a business of not 
less than £250,000 a year is carried on. The remarkable 
success achieved at Rochdale naturally led to the establish¬ 
ment of similar stores throughout the country. In many 
of the manufacturing towns in the north of England, the 
working classes deal almost entirely at these stores; but 
they have not been established in the large towns only,. 
for they are now frequently to be found in agricultural 
villages. As previously remarked, the profits realised in 
these stores are distributed not amongst the employes, but 
amongst the customers, who have not necessarily contri¬ 
buted any capital at all. The particular method of dis¬ 
tributing the profits which has been adopted at nearly all 
the stores is extremely simple, and is the one originally 
agreed upon at Rochdale. Each customer, when he 
makes a purchase, receives certain tin tickets or tallies 
which record the amount of his purchases. The accounts 


1 Many of tlie figiiies alDOXit to be quoted have been kindly fnpaished 
to me by my friend Mr. W. Morrison, M.P., who, from the great interest 
he has long taken in the cooperative movement, may be justly regarded 
as one of the leading authorities on the subject. 
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are made up at tlie end of each quarter, and after a fixed 
dividend at the rate of five per cent, per annum has been 
allotted to capital, the surplus profits are divided amongst 
the customers in proportion to the amount of their pur¬ 
chases. It should be mentioned that two and a half per 
cent, of the profits is always devoted to education. Each 
customer brings his tin tickets which serve as a record 
of the amount he has purchased. The goods are sold 
at the prices which are current at the ordinary retail 
shops. The business is strictly a ready-money one. Under 
xio circumstances whatever is any credit given. The 
strict adherence to this rule has doubtless contributed 
more than any other circumstance to the remarkable 
success of these stores. At the Civil Service Store in 
the Hay market the business is conducted on a different 
plan. Here also the rule of giving no credit is rigidly 
adhered to, but the customers, instead of receiving their 
share of the profits at the end of each quarter, obtain the 
goods at lower prices than those which are charged in the 
ordinary retail shops. There are many reasons which in¬ 
duce us to think that this is not so advantageous a mode 
of distributing the profits. The method of distribution 
adopted at Kochdale is certainly to be preferred when, 
as is the case with a majority of the stores, the bulk of 
the customers belong to the working classes. It is obvious 1 
that an individual’s share of the profits is more likely to 
be saved if he receives it in a lump-sum at the end of 
each quarter, than if he is enabled to save it in driblets 
each time he makes a purchase. Experience, in fact, 
shows that the amount which has to be received at the 
end of each quarter is very generally left as an investment 
in the society. Saving is thus powerfully promoted, for 
many men, by the accumulation of these small invest¬ 
ments, gradually become the possessors of a considerable 
amount of capital. The remark has already been made 
that nothing has done so much to promote the success of 
those stores as strict adherence to the ready-money prin¬ 
ciple. In the first place, there are no bad debts. No¬ 
thing probably interferes so much with the success of the 
retail trader as the loss he incurs from bad debts, and the 
great amount of capital which, when credit is given, he 
is sure to have locked up. In the second place, it is 
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obvious that when all the goods sold ^are paid for across 
the counter, a maximum amount of business can be ca.x~ 
ried on with a minimum of capital. It is shown from ish® 
published accounts of these stores that their capital is 
not unfrequentlj turned over ten times in the course of 
the year. In the third place, it is to be observed tin at 
when no credit is given, no credit need be received. Ttie 
managers of these stores can pay ready money for all blie 
goods they purchase. They consequently obtain them a.t 
the lowest possible price, and have also, as has been well 
described, the pick of the market. There are also ma^ny 
other most important advantages resulting from the adop¬ 
tion of the principle of giving no credit. The facility 
with which people are allowed to get into debt at reta.il 
shojos gives a disastrous encouragement to improvidence. 
Credit, it has been truly said,, is the great bane of tlae 
working classes. When a man is heavily in debt, not 
only does he too often become reckless, but to a great 
extent he ceases to be a free agent. The tradesman to 
whom he owes money can force him to go on deahng witli 
him, and can charge him extravagant prices for very infe¬ 
rior articles. Again, it is evident that under a system of 
credit, the honest who- do pay are charged a far higlier 
price than they ought to be, in order to compensate -the 
tradesman for the losses he incurs from the dishonesty^ of 
those who either do not pay at all, or who keep blae 
tradesman waiting for his money. There is good groxxnd 
for believing that if the retail business of this country 
were generally conducted on the ready-money princij>le, 
prices might be so much reduced that the public wonld 
gain far more than would be represented by the entire 
remission of the national debt. We express this opinion 
not simply as a vague surmise, for it has been shown, in 
the Civil Service Store in the Haymarket that, althongh 
the goods sold there are quite 20 per cent, cheaper tluan 
they are in the retail shops, yet the business is so remu¬ 
nerative that a far larger profit is yielded on the capital 
invested in the business than is secured by the ordinary 
tradesman. This being the case, it appears that -tlie 
credit system virtually imposes an income-tax of 20 per 
cent, upon all that portion of every individuals income 
which is expended in the purchase of commodities of 
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■When considering in a previous chapter the advaxitao-es 
and disadvantages of the join^stock system, it was shown 
that the circumstance which is likely most to impede the 
success of a joint-stock undertaking_ is that the paid 
manager has not so direct or immediate an interest in 
the prosperity of a business as one who owns the 'busi¬ 
ness and has his fortunes hound \ip in it. Joint-stock 
companies may, no doubt, be freed from the difficulty to 
which allusion has just been made, by giving the managers 
and other employes a certain portion of the profits real¬ 
ised. They may thus be made to feel almost as active an 
interest in a joint-stock undertaking as if it was their own 
business, and was carried on entirely with their own money. 
It therefore seems to be of the greatest importance that 
this plan shoiild be adopted in the case of cooperative 
stores ; for not only would it meet a disadvantage under 
which all joint-stock companies suffer, but it would give to 
these stores a much more truly cooperative character than 
they can now fairly claim. 

In describing the remarkable progress of the Bochdale 
society it was stated that its capital soon became far more 
than sufficient for the store. As previously remarked, the 
entire capital of the store at the present time is pro¬ 
bably not more than 25,0001., whereas the aggregate share 
capital now possessed by the Pioneers’ Society is 10S,OOOL 
The working classes of Rochdale, in fact its entire popu¬ 
lation, became so much impressed with the advantages 
which the society offers as an investment, that it soon pos¬ 
sessed a far larger capital than was required for the store. 
Consequently it was necessary to determine the best mode 
of employing this surplus capital. This was an extremely 
delicate and difficult question, but the managers of the 
society, by the exercise of remarkable tact and sagacity, 
have shown that in almost every instance they were capa¬ 
ble of dealing successfully with it. This we think will be 
proved as we proceed to describe the various undertakings 
that have from time to time been supported by this Pio¬ 
neers’ Society. It is the more important that such a de¬ 
scription should be given with as much clearness as possible, 
because it serves distinctly to mark the gradual develop¬ 
ment and progress of the cooperative movement. 

As the business of the store at Rochdale rapidly 
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extended, its managers were not unnaturally led to perceive 
the advantage of establishing a wholesale depdt of their 
own, instead of purchasing the various goods they sold 
from ordinary wholesale hoxises. It was moreover felt 
that such a wholesale society might render invaluable 
assistance to small struggling societies if an attempt were 
made to crush them by a combination of tradesmen jealous 
of cooperation. In 1863 this wholesale society was trans¬ 
ferred to Manchester. It has now become a great central 
depdt with branches in London and Newcastle ; branches 
will also shortly be formed at Birmingham, Bristol, Cardiff, 
and Cfambridge. The Wholesale Society is now doing a 
business of more than 2,00O,000Z. a year, and so rapidly 
is it growing that there has been since 1872 an increase of 
between. 37 and 57 per cent, in each quarter over its im¬ 
mediate predecessor. No individual can purchase goods 
from the Society; its entire business consists in selling 
goods to various cooperative stores. At the present time 
no less than 590 of these stores deal with this Society, and 
of this number 358 have capital invested in it. Those 
stores which purchase goods from the Wholesale, but do 
not hold shares in it, are usually small struggling stores 
which have no spare capital. The business appears to be 
most admirably conducted. Under no circumstances what¬ 
ever is a longer credit given than seven days from the date 
of invoice. The result of strictly adhering to this rule is 
that on transactions amounting to more than 2,O0O,OO0Z. 
per annum, the amount lost by bad debts does not on the 
average exceed 30?. The cost of management is unprece¬ 
dentedly small; not amounting to 1 per cent, on the re¬ 
turns. The leading idea which appears to be predominant 
amongst the supporters of this Wholesale Society is a 
desire as far as possible to get rid of the middlemen. In 
order to do this, commodities are purchased, whenever an 
occasion offers, directly from the producers, and as the con- 
ceim developes they will undoubtedly, manufacture for 
themselves a greater portion of the goods they sell. For 
instance, instead of buying Irish butter through the pro¬ 
vision merchants who import it, they have their own 
agents in, Ireland, who purchase it directly from the 
farmers. They have also already established a shoe manu¬ 
factory of their own at Leicester, and a biscuit manu- 
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factory at Manchester; and they propose shortly to sta.rt 
a soap manufactory. It is difficult to assign limits to 
the development to which this Wholesale Society may 
ultimately attain, if its progress continues to he as rapid 
as it has been up to the present time. Some of those wlao 
are connected with it already begin to feel confidence tlaat 
the day is not far distant when they will obtain wheat and 
other agricultural produce from their own land, and wliBii 
they will import tea, coffee, and sugar in their own sliips 
from their own plantations. 

It is to be remarked that as the chief motive wliich 
prompted the establishment of this Wholesale Society was 
to give assistance to the various cooperative stores scattered 
throughout the country, the goods are sold at the lowest 
possible price; only such an amount is charged for them 
as to cover the expenses of management, and leave a suf¬ 
ficient margin for profit. It is also to be remarked that 
this Wholesale Society, like the cooperative stores pre¬ 
viously described, is not so truly cooperative as it might 
be; because its managers and other employes do not enjo}^ 
any share of the profits, but are remunerated by salaries or 
wages, just in the same way as they would be in an ordinary 
wholesale house. A proposal is now being discussed to 
allot them a certain slaare of profits. The decision which 
may be arrived at on the subject will, in all probability, 
exercise a most important influence on the future of co¬ 
operation. It is sometimes said that the remarkable suc¬ 
cess obtained by such a society as the Wholesale, satisfac¬ 
torily proves that it cannot be necessary to allot any share 
of profits to labour. The managers of this society could 
not possibly have displayed more ability or zeal. They 
are so devoted to the cause of cooperation that it is quite 
unnecessary to stimulate their activity by giving them a 
more direct pecuniary interest in the prospeiity of the 
undertaking. Such reasoning, however, as this is surely 
both unsound and shortsighted. A business, however 
successful it may be, cannot be regarded as resting on a 
sure and permanent l3asis, if those who conduct it are not 
adequately rewarded, and if, taking advantage of the enthu¬ 
siasm they may happen to feel for a cause, their employers 
give them less for their services than they could command 
in the open market. If this determination to deprive 
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_ As we have now shown how thesneeess~oFcoone — 
tive stores led to the establishment of the Wholes'^?^” 
Society, we will next proceed to describe various oth ^ 
developments of the movement. The large profits rea?^ 
ised by the stores brought so forcibly home to the worh" 
ing classes the advantages of carrying on a retail trade on 
their own account, that they very naturally thought that 
they should be able to secure still greater advaS^a^es if 
the labourers could form themselves into associations to 
carry on some of the various trades in which they were 
employed. One of the first experiments of this kind in 
what may be termed cooperative productive industry was 
made at Eochdale in 1855. Previous to this time,however 
several cooperative trading establishments had" been in 
successful working in Paris. Some of these we will here¬ 
after describe. But, reverting to what was done at Eoeh- 
dale, we find that as was the case at the Pioneers’ Store 
the experiment of applying cooperation to productive in¬ 
dustry was commenced on a very small scale. In the 
first instance only a room was rented, and in it were 
placed a few looms. The cotton trade, however, was 
then in the height of its prosperity, and large profits were 
consequently realised even from so imperfect an effort. 
Encouraged by this first success, the promoters of the 
undertaking determined to extend their operations, and 
part of a mill was accordingly rented. Their capital at 
that time was about 5000i., and the system of conductino- 
the business was as simple as it was excellent. A div^ 
dend of five per cent, on capital was the first charge on 
profits. After this dividend had been secured, the re¬ 
maining profits were divided into two equal shaies. One 
of these shares was given as an extra dividend on capital, 
and the other was distributed as a bonus amongst the 
labourers employed. Each labourer’s share of this bonus 
was proportioned to the aggregate amount of wages he 
had earned. The most therefore was given to those who 
worked with the greatest regularity and the greatest 
skill; and as, in addition to this bonus, the wages current 
in^ the trade were paid, it was natural that the best 
efforts of those employed were stimulated, and the most 
prudent operatives in the locality were powerfully at- 
I tracted to an undertaking where their labour received 
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to labour a share of the profits. When depressed trade 
brought adverse times to the Rochdale Mill, one of the 
first things that happened was a contention as to the right 
of labour to share in the profits. Those who possessed 
capital in the concern seemed to think that they were 
unnecessarily generous, and were making a sacrifice for 
which they received no return, if they surrendered any 
fraction of profits to labour. Antagonism of interest tbus 
arose in every respect similar to that which unhappily so 
widely prevails between employers and employed. The 
question whether labour should enjoy any share of profits 
is still being keenly disputed amongst cooperators, and it 
is difficult to say how it will be ultimately determined. 
There certainly seems to be good reason to hope that the 
party will ultimately prevail who, having obtained an in¬ 
sight into the true nature of cooperation, assert that the 
bonus which is distributed amongst labourers is not a 
sacrifice on the part of capital, but is rather a measure of 
the increased efficiency given both to capital and labour ; 
and that if such a bonus is withheld from labour, co¬ 
operation loses that which gives it its chief vitality; and 
a cooperative society becomes little else than an ordinary 
joint-stock company. 

Before leaving the subject of cooperative production, 
it is desirable to point out that the cooperative principle 
can be applied much more easily and much more simply 
to the distribution than to the production of wealth. It 
is, for instance, evident that a cooperative store has not 
to contend with many difficulties which stand in the way 
of a cooperative manufactory. As the business of a store 
is conducted on the ready-money principle, scarcely any 
risk need he incurred. It is not necessary to make any 
speculative purchases. The goods can to a great extent 
he bought as they are wanted. The returns in sucb a 
business are regular. The trade done in one quarter 
differs little from that done in the previous quarter, and 
there is no difficulty in contracting or expanding the busi¬ 
ness if it should be requisite to do so. A manufacturing 
business is, however, from the nature of the case, specu¬ 
lative and uncertain. Profits often depend almost entirely 
upon purchasing raw material at a favourable time. Some¬ 
times the trade suddenly becomes so depressed that it is 
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necessary to withhold the manufactured goods from the 
market. This of course cannot be done unless there is a 
reserve fund to fall back upon. It is probable that the 
cotton trade more than any other industry in the country 
has always been characterized by violent fluctuations. 
Prosperity and adversity seem to succeed each other in 
regular cycles, for if exceptionally high profits are realised 
for two or three years, there is sure to be a period of cor¬ 
responding depression, when scarcely any profits at all can 
be secured. As an example it may be mentioned that 
from the published accounts of the Sun Mill at Oldham, 
it appears that the average profits during the last three 
quarters of 1869 were only 9 per cent., whereas the pro¬ 
fits during the first three quarters of 1870 were 22 per 
cent. Sometimes the profits are more than three times 
as great in one quarter than in the quarter immediately 
preceding it or succeeding it. Thus in the quarter end¬ 
ing in June, 1872, the profits were returned at no less 
than 30 per cent., whereas in the quarter ending in 
September in the same year they sank to 9 per cent. 
It is obvious that the greatest prudence and forbearance 
are required in order that a business which is liable to 
such severe and sudden fluctuations should be successfully 
carried on. There is, of course, a constant'temptation to 
appropriate too large a portion of the exceptionally high 
profits yielded in prosperous years, and thus leave an 
inadequate' reserve to meet adverse times. That this 
temptation has been in many instances successfully re¬ 
sisted by associations of workmen, may justly be regarded 
as affording the most satisfactory evidence of the capacity 
of a considerable number of the labouring classes to carry 
on most complicated and difficult industrial undertakings. 
The experiment of applying the cooperative principle to 
so speculative and fluctuating a trade as the cotton manu¬ 
facture was an extremely bold one; for there is no other 
branch of industry in which associations of workmen have 
to resist so many temptations and to struggle against so 
many obstacles. Cooperative production may no doubt be 
far more easily carried on in those trades where the re¬ 
turns are more regular, and where the amount of capital 
which has to be invested in plant and material is small, 
compared with the amount expended in wages. One of 
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the earliest and most successful cooperative productive 
societies in this country -wns established by a body of 
workmen who were engaged in making picture frames. 
Such a trade manifestly requires very little capital; all 
the capital in fact that is needed can be readily sup¬ 
plied by those who are employed as workmen in the 
society, and thus there is much "less chance of a conflict 
arising between capital and labour. One great obstacle 
to the success of cooperative production is no doubt re¬ 
moved when the necessary capital required for carryino- 
on a business can be entirely provided by those who also 
supply the requisite labour. Many very successful co¬ 
operative societies have been established in Paris, and in 
these the rule has generally been observed, that the work¬ 
men employed should supply the capital required, none 
being subscribed by a body of shareholders who are not 
employed as labourers. It will moreover be seen, as we 
proceed to describe the remarkable progress of’two of 
these societies, that they had an extremely humble origin, 
and that they were not commenced, as is necessary in 
the case of a manufactory, with expensive plant and a 
large capital. _ The first establishment we intend to de¬ 
scribe, is a society of cooperative masons, which was founded 
in Paris in the year 1848. This society was reproached 
for holding certain political opinions, and the government 
attempted to discourage it by refusing to it any loan of 
capital. This hostility insured its future success; for the 
societies which were assisted by the government in almost 
every instance proved to be failures. The cooperative 
m.asons endured many vicissitudes, and in the year 1852 
they determined to reorganize their society. It then 
consisted of only seventeen members, and possessed no 
capital. They resolved to create a capital by depositing 
in a common chest one-tenth of their daily earnings. At 
the end of the first year a capital of 14L 10s. was in this 
manner created. At the end of the year 1854, the capital 
had increased to 680Z.; and in 1860, the society consisted 
of 107 members, and the capital possessed by them was 
14,5007^ The following are some of the important build¬ 
ings which have been constructed in Paris by this society: 
The Hotel Fould, in the Rue de Berry; the H6tel Houher, 
in the Champs Elysdes; the H6tel Frescati, Hue de 
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Richelieu; the Square d’Orleans, Rue Taithout, etc. 
These cooperative masons have also erected mansions for 
3d. Girardin, on the Boulevard of the King of Rome; for 
]y;. Ars^nne Haussage, on the Boulevard de TEmpereur; 
and for M. Pacotte, at Montrouge. No labourers except 
-the shareholders are employed by this society. The 
labourers are paid the ordinary wages current in the 
trade, and the nett profits realised are apportioned in 
the following manner:—two-fifths of these profits form a 
Tund, from which the annual dividend on capital is paid; 
and the remaining three-fifths are appropriated to provide 
an extra bonus on labour. The bonus which each labourer 
thus receives is propoitioned to the amount of labour he 
lias performed throughout the yeah No arrangements 
that could be devised would more powerfully promote the 
efficiency of labour. This is the secret of the remarkable 
success achieved by this society. The cooperative masons 
have fairly entered into the great field of commercial com¬ 
petition ; they have striven to do their work cheaper and 
better than others; and it is because they have proved 
that they can work better and cheaper that they have been 
employed to build residences for such persons as M. Girar¬ 
din and the others we have enumerated. Another French 
cooperative trading society may with advantage be de¬ 
scribed, in consequence of the remarkable circumstances 
wbich attended its formation. In 1848, fourteen piano¬ 
forte makers of Paris resolved to form themselves into an 
association. They were as poor as men could be; they 
had no capital, and scarcely any tools, and they were also 
refused any loan from the State, After bravely enduring 
the most severe hardships, they succeeded in saving 45L; 
with this they determined to commence business. They 
at first rented a very small room in an obscure part of 
Paris. Fortunately a timber merchant was so much im¬ 
pressed in their favour, that he was induced to give them 
some credit. For many months they denied themselves 
every luxury; in fact it was impossible to live on more 
scanty or frugal fare. One incident will illustrate the 
difficulty of their position. They joyfully accepted an 
offer from a baker to purchase a piano for 19?., and to pay 
them for it in bread. This bread was for a considerable 
time their chief means of support. All obstacles were 
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however, one by one, surmounted; IndlhdT^^^^ 
though gradual, was steady and sure. In a few year'^s 
inembers of the society increased to 32; they had left 
their first humble room, and were then rentino- a commn 
dious building, at 80Z. a year; at this time then- stoch 
worth 1600Z. They have lately become the owners of a 
large freehold manufactory, which is furnished with the 
most improved machinery; the business which they now 
annually transact exceeds 8000Z. This Pianoforte associa¬ 
tion has obtained a well-deserved reputation for the ex- 
cellence and cheapness of its work. 

It is to he particularly observed that the remarkahle 
success obtained by the two societies just described has 
been entirely self-created; no reliance whatever was 
placed upon any extraneous aid. They did not obtain 
help from the State, they did not waste their energies in 
declaiming against the present constitution of societv 
Instead of entering into a costly conflict with capital bv 
the exercise of great self-denial they sayed sufScient to 
supply their industry lyith all the capital it required, and 
they thus hocQ/inc entitled to onjoy the entire fruits of 
their labour. When it is observed that those who created 
these and other similar societies were not aided by a 
single exceptionally favourable circumstance, but had'^on 
the contrary, to struggle in the first instance with the roost 
trying difficulties, we have reason to feel great confidence 
in the steady progress of cooperation. There is nothino- 
whatever to prevent hundreds of thousands of workmen 
doing what was done by those who founded these societies. 

Without attempting to predict the exact phases through 
which cooperation will pass, it can scarcely he doubted 
that the principle is so well adapted to agriculture, that it 
is certain some day to be apphed to that particular branch 
of industry with the most beneficial results. Hithei-to co¬ 
operation has never been applied to agriculture except in 
a very imperfect form; but these experiments, though 
very incomplete, have been most encouraging and satis¬ 
factory. The one that has attracted the most attention 
was made nearly thirty years since by Mr. Gurdon, on his 
estate at Assington, near Sudbury, in Suffolk. Mr. Gurdon 
was so much impressed with the miserable condition of 
the agricultural labourers who were employed on his 
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estate, that he was prompted to do something on their 
behalf When therefore one of his farms became vacant, 
lie offered to let it at the ordinary rent, 150Z. a-year, to 
the labourers who worked upon it. As they, of 'course, 
had not sufficient capital to cultivate it, he in the first in¬ 
stance lent them the requisite stock and implements. The 
labourers were, in fact, formed into a company in whicli 
there were eleven shares, and no labourer was permitted 
to hold more than one share. The plan was so eminently 
successful that in a few years sufficient had been saved 
out of profits to repay all that he had advanced, and 
the stock and implements became the property of the 
labourers. Each share has enormously increased in value. 
Mr. Gordon was so much encouraged, not only by the 
pecuniary advantages secured to the labourers, but also 
by the general improvement effected in their condition, 
that some years afterwards he let another and larger 
farm on similar terms. Although no statement of ac¬ 
counts has ever been published, the remarkable pecu¬ 
niary advantages secured to the labourers is proved by 
the fact that, after eiyoying at least as high wages as 
were paid in the district, they were able in a few years to 
become the owners of a valuable property, consisting of 
the stock and implements on the farms. One of the most 
significant and hopeful circumstances connected with the 
experiment is, that it was not carried out by a picked 
body of men ; and if so much could be done by labourers 
who were probably amongst the worst educated in the 
country, it may be fairly concluded that wlien the intelli¬ 
gence of our rural population has been better developed, 
cooperation may be applied in a more complete form to | 
agriculture, and with even more striking results than liave 
been obtained at Assington. Agriculture has perhaps suf¬ 
fered more than any other industry from the listlessness 
and apathy of the labourer, and the only way of removing 
this listlessness and apathy is to give the labourer a more 
direct and active interest in his work than he possibly 
can feel, so long as he simply works for fixed wages. In 
the chapter on peasant proprietors we had frequent occa¬ 
sion to describe how powerfully the industry of the 
labourer is stimulated by tbe feeling of property.^ When 
he cultivates his own plot of ground, he exerts himself to 
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the iitmost, because he kuows that he will enjoy all that is 
yielded by his labour. Each year it is becoming less 
likely that any considerable quantity of land in a country 
such as England will be cultivated by small proprietors, 
because as machinery is more extensively used in agricul¬ 
ture, it becomes much more advantageous to fann on. a 
large scale. When, therefore, cooperative agriculture be¬ 
comes practicable, land may be cultivated by associations 
of labourers, and thus many of the advantages associated 
with the system of peasant proprietorship may be secured, 
whilst at the same time the disadvantages of small farm¬ 
ing may be avoided. The progress towards cooperative 
agriculture will no doubt be slow and gradual. The 
labourers will have to advance towards it by many pre¬ 
liminary steps. Many schemes of modified cooperation 
have already been proposed, all of which we believe would 
not only afford valuable training for the labourer, but 
would prove in a pecuniary sense highly advantageous to 
all who are concerned in the cultivation of the land. As 
an example of one of these schemes, it may be mentioned 
that Mr. Brand, the present Speaker of the House of 
Commons, has offered to the labourers whom he employs 
on his farms, to allow them to invest in the farm any 
money which they may save, receiving the same interest 
as he obtains on his capital. In the event of the farm 
yielding them no profit, he further promises, in order to 
secure them against all risk of loss, to pay them the same 
interest as they could get in a Post-ofiSce Savings’-baxik. 
If the labourers avail themselves of this offer, they may 
not only have an eligible investment for their savings, but 
they will be also made to feel a more direct interest in 
their work, and thus the scheme may be not less advan¬ 
tageous to them than to their employer. 

From the description which has been given of coopera¬ 
tive production, it will be observed that there are two 
distinct classes of cooperative productive societies : namely, 
those which are in direct communication with the Wlioke- 
sale Society, and those which are carried on as separate 
trading establishments. These two different modes of 
applying cooperation have each their special advocates. 
Those cooperators who favour the first method are often 
termed federalists, those who favour the second are teifmed 
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individualists. The federalists say that if all the pro¬ 
ductive societies arc in direct connection with the Central 
Wholesale Society a certain and steady market for their 
produce is insured; they have not to compete against ' 
individual traders and reckless speculators, consequently 
there is much less risk of loss. On the other side, it is 
maintained by the individualists that if a great number 
of manufactories and other trading establishments V'erc 
brought into connection with the Wholesale Society the 
business would become far too extensive and complicated 
to be properly xnaiiaged. Again, it has been urged that 
if the Wholesale Society were compelled to purchase its 
goods entirely from the establishments with which it is 
connected, it would have to'obtain them on more un¬ 
favourable terms than if they were bought in the open 
market. This would be certain to produce discontent 
amongst those- who dealt with the Wholesale. After 
carefully considering these and other arguments that have 
been brought forward by the partisans of federalism and 
individualism, it certainly seems to us that, as is so often 
the case in a dispute, there is a considerable amount of 
truth in the reasons urged by each of the contending 
parties. It can scarcely be denied, after what has been 
already effected by the Wholesale Society, that the 
greatest possible good has resulted from associating witli 
it otlier businesses for the purpose of producing some of 
the goods which arc sold by the Wholesale. It is also 
not less certain that equally great advantages liavc been, 
produced by the establishment of various cooperative 
trading societies which are entirely unconnected with, tlio 
Wliolesale. Instead, therefo.rc, of there being any nec(\s- 
sary antagonism hotween the two systems, each may 
progress without interference from the other, and notliing 
but good can arise from each being developed to the 
fullest extent possible. 

The difference of opinion to which allusion has just 
been made not only exists with regard to cooperative 
production, hut is also to bo found amongst those who 
are respectively the advocates of two different systems 
of cooperative banking. Although cooperative hanking 
lias for some time obtained a remarkable development in 
Germany, yet, until the last few years, it has scarcely 
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existence in England. This is no doubt partly 

--due to the circumstance that ever since cooperation 

attracted any notice from the Legislature, not a sincrl^ 
Act of Parliament was passed bearing on the subject 
which did not contain some clause specially prohibitincr 
cooperative banking. It has however been lately found 
that without directly infringing these Acts, a cooperative 
society can discharge many of the more useful functions 
of a bank, and consequently two cooperative banks have 
been recently formed, and each of them is at the present 
time carrying on a very extensive business. The nrst of 
these banks was established at Newcastle-on-Tyne in 187l 
mainly through the instrumentality of Dr Rutherford. 
The bank is at the present time doing a business of 
20(>,000?. a month. Although many cooperative societies 
hold shares in the bank, yet individuals can also become 
shareholders. This, however, is not permitted in the case 
of a bank which has recently been established in con¬ 
nection with the Wholesale Society. In this case onlv 
cooperative societies are allowed to hold shares. Two 
important advantages can no doubt be secured from these 
banks. In the first place a cooperative society may find 
an eligible investment for its surplus capital, and in the 
second place a cooperative society may sometimes obtain 
most valuable assistance by getting a temporary advance 
of capital. The managers of these banks will of course 
have to be just as careful as ordinary bankers are, not 
to advance money on imperfect security either to a co¬ 
operative society or to individuals. They will also have 
to avoid the temptation to make unsound investments. 


In the first establishment of these banks many mistakes 
will no doubt be committed. Thus in the bank connected 
with the Wholesale Society a fixed allowance of five per 
cent, on deposits is allowed, although a much lower rate 
of interest than this may be current in the open market. 
The adoption of this rule seems to have been prompted 
by the notion which is so widely prevalent that five per 
cent, is the proper, or, as it is sometimes termed, the fair, 
rate of interest. Such mistakes as these will soon cease 


to be committed, as the managers of these cooperative 
The CO- tanks obtain further experience. 

operaUve I We cannot leave the subject of cooperative banking 
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Avithout referring to the origin of the movement which 
took place in Germany in the year 1851, nnder the 
direction of M. Schnlze-Delitzsch. The object of these 
cooperative or credit banks, as first started under the wise 
supervision of this gentlernan, was to give to the labourer, 
through the agency of self-help, direct access to the 
capital necessary to production. It is evident that an 
individual labourer cannot obtain the use of borrowed 
capital, for the simple reason that the security he is able 
to give for its repayment is insufficient; but what is true 
of a single artisan ceases to be true of an association 
of artisans jointly and severally responsible for the debts 
of every member of the association, and especially where 
the terms of membership are such as to reduce to a 
minimum the risk of loss through the dishonesty-or the 
incompetence of those who join it. Such associations were 
formed through the influence of M. Schulze-Delitzsch; 
the terms of the association are so drawn up as to exclude 
all but bon4 fide labourers, and as the cardinal principle 
of the association is self-help, .the candidates for admis¬ 
sion must give substantial proof that they are able to 
help themselves. The circumstances of the candidate for 
admission are always carefully enquired into before he 
is allowed to join. He is moreover required to become 
a shareholder in the concern. It may be urged that if 
all these securities are required to prove a man s honesty 
and his power to pay, he would have no difficulty in 
obtaining a loan independently of the association. A very 
little consideration will, however, show that this is not 
the case/ The security offered by an individual workman 
can in the vast majority of instances only be a personal 
security; if therefore he obtained a loan at all it would 
be on exorbitant terms. The owner of capital advanced 
to an individual workman would run a very great risk 
of losing it altogether: if, for instance, the workman died 
or absconded the owner of the capital would have no 
remedy. But the credit of a workman rests on altogether 
a different footing if he belongs to an association every 
member of v/hich is jointly and severally responsible for 
the debts of all the rest. One fundamental principle of 
the Schulze-Delitzsch Credit Associations is that of un¬ 
limited liability: this principle makes the credit of the 
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BOOK II. association unimpeachable ; it also exercises an important 
. influence in keeping up due watchfulness on the circum¬ 
stances of the candidates for admission. The capital re¬ 
quired for the working of the associations is obtained in 
two ways; first, by the subscriptions of members, and 
secondly, by loans contracted in the open market on the 
credit of the association. The bulk of the business is 
carried on with capital obtained in the latter way. To 
give some idea of the proportions which this movement 
has assumed in the country in which it originated, it may 
be mentioned that in the year 1865 there were 961 of 
these Credit Associations in existence in Germany. Of 
these about one-half or 498 sent in their statistics to the 
central bureau, shovdng that they then possessed nearly 
170,000 members and that the money they annually 
advanced was equal to 10,000,000?.^ 

JnEn.cjlivnd It has already been stated that cooperative banking has 
rooperation seriously impeded in England through the action of 

MtlrS 6>/ tbe Legislature. This, however, is not the only way in 
leyislaikv wliicli the action of the Legislature has retarded the pro- 
enactments, g^ess of Cooperation. Until 1867 no cooperative society 
was permitted to invest more than 2002. in any other 
society. This restriction at one time brought a very 
serious danger upon the Rochdale Pioneers. Having more 
capital than they could use in their own business, a por¬ 
tion of their capital, in consequence of their not being 
able to invest more than 2007. in any other society, was 
lying idle. It was therefore decided to repay to some of 
the largest shareholders a portion of the money which 
they had invested in the society. No sooner had this 
process of repayment commenced than a .rumour not un¬ 
naturally gained credence that the wealthiver shareholders 
had lost confidence in the concern, and were withdrawing 
their capital from it. A panic ensued, and such a run 
was made by frightened shareholders upon the funds of 
the society that it was for some time in imminent peril. 
It is impossible to have a more instructive exiample of the 
widespread mischief which may result from .meddlesome 
and ill-considered legislation. As another instance of the 

^ See the eleventh Eeport of the Trades’ Union Cc'nii^aissioners, 
Yol. II. Appendix, pp. 165—178. This part of the Eepc'rt is by Ml. 
B. B. Morier. 
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manner in whicli the development of cooperation has been 
retarded by legal impediments, it may be mentioned that 
until two Acts were passed in 1867 and 1871 cooperative 
societies could not buy or sell land except for the purposes 
of their special trade. Now that these societies have been 
empowered to buy and sell land, many of them have in¬ 
vested a considerable portion of their surplus capital in 
the erection of houses for their members. The Kochdale 
Pioneers have already expended many thousands in this 
way, and it need scarcely be said that it is not possible to 
render the working classes a greater service than to make 
it more practicable for them to obtain suitable dwellings. 
The members of a cooperative society may obtain their 
houses just as the customers of a cooperative store, at the 
lowest possible price, since the object of investing the 
money of the society in building houses is not to obtain 
a large profit, but to secure the best possible house ac¬ 
commodation for the members of the society. Various 
other schemes have from time to time been propounded 
with the object of impi'oving the houses of the poorer 
classes. These schemes, though not cooperative in the 
sense in which we have employed the word, are based on 
the principle that much more can often be done by an 
union of several small capitals than can be done by each 
of these small capitals working separately. Thus if a 
hundred men subscribed 200^. each, with the 20,000^. thus 
collected, a block of buildings could be erected which 
would provide each member witll much better accom¬ 
modation than if each had expended his 2001. in building 
a house for himself. The building societies which have 
assumed such marked prominence during the last few 
years afford important facilities for workmen becoming 
the owners of the houses in which they live. These 
societies gather together a great number of small capitals 
and employ the fund thus collected in making advances 
to those who wish to build or purchase a house. The 
house itself is a security for the money advanced, and the 
loan is repaid by small weekly or monthly instalments. 
It is difficult adequately to estimate the good which is 
done by these societies. They have undoubtedly enabled 
many hundreds of thousands of workmen to become the 
proprietors of their own houses. 
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During the last few years a society has been started 
which is known as the Artisans’, Labourers’, and General 
Dwellings Company, and which, -though possessincy in 
many respects the character of an ordinary building* so¬ 
ciety, yet has so many peculiar features of its own^that 
it will be desirable to give a brief description of the man¬ 
ner in which it carries out its operations. This society 
not only assists the occupier of a house in acquirino* it a*s 
his own property, but also encourages workmen to become 
the builders of their own houses, and, further, takes se¬ 
curity that the houses shall be built as part of a o-eneral 
scheme, strict attention being paid to sanitary and other 
regulations. In order to carry out these desirable objects^ 
the society in the first instance purchases a tract of build¬ 
ing ground. Dpon this ground roads and drains are laid 
out, and all the other necessary preparations are made for 
building. It is then decided that a certain number of 
houses shall be erected; it is thus provided that too many 
houses shall not be crowded together, and a certain amount 
of garden ground, when the occasion permits, is reserved 
for each house. Any one who wishes to build a house 
obtains from the society an advance of money, which he 
can repay by weekly, monthly, or yearly instalments. 
Although houses of different character and size are erected, 
yet various regulations with regard to drains, ventilation, 
etc., are strictly enforced. At Salford sufficient land was 
purchased by the society for the erection of 76 houses. 
In Birmingham three estates have been purchased, on 
which it is proposed to erect 600 houses. Probably, how¬ 
ever, the most successful and the most extensive scheme 
yet carried out by the society has been in the neighbour¬ 
hood of London on what is known as the Shaftesbury 
Park Estate. This estate, which is close to the Clapham 
Junction railway station, consists of about 40 acres. Upon 
it 370 houses have already been erected, and it is pro¬ 
posed to build 410 more. When the scheme is thus com¬ 
pleted it will constitute a town of no less than 7000 in¬ 
habitants, which will be in many respects a self-contained 
organization. A lecture-hall and schools have been erected, 
a recreation ground has been reserved, and it is proposed 
to rent a dairy-farm in order to secure a supply of pure 
milk. It need scarcely be said that great advantage must 
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an any oxtranooua aid, in to ho taairu'd out onttndy thtouoh 
llin tliivfl lutrrvontiou td' tin* Stato. 'Idio stdiomr tti whioh 
wu now roh'i* In tuio to whifh alhrutm has ulrtaatly ht*on 
imiiha and whtuli ia kmnvn aa fin* Saiionati^’.atiun of tin* 
, Lwith 
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I T has been pointed out in a previous chapter that the 
most characteristic feature in the socialism of the 
present day is the reliance which it places on the inter¬ 
vention of the State. The most distinguished advocate 
of this new form of socialism has probably been Lassalle; 
between him and M. Schulze-Delitzsch there was for 
many years in Germany a keen and active contest. The? 
respectively became the founders of two rival schools 
social and industrial reformers, and there was in almost 
every respect the widest divergence in the ideas pro¬ 
pounded by each of these schools. M. Schulze-Delitzscli 
gave, as we have seen, a most important stimulus to the 
cooperative movement; and the guiding principle which 
influenced him was that the people were to rely for their 
improvement upon self-help. Lassalle on the other hand 
thought that what the people chiefly needed was a greater 
amount of aid from the State. The movement which he 
set on foot is now represented by the society which is 
known as the International, and especially by the foreiou 
branches of this organisation. The International has put 
forward various proposals, nearly all of which involve State 
intervention. Probably however the scheme to which 
it looks with most confidence to effect an improvement 
in the condition of the people is that which is knovm 
as the Nationalisation of the Land and the other instru¬ 
ments of production. 

.We have endeavoured, by a careful perusal of the 
documents of the International, and by frequent conver¬ 
sations with many of its members, to ascertain with as 
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much, accuracy as possible the precise meaning which is 
attributed to nationalising the land and all the other 
instruments of production. So far as we are able to 
judge, it is apparently proposed that the land of the 
country and all its industrial appliances should be pur¬ 
chased by the State, and when thus conyerted into 
national property, the land and the other instruments 
of production should be used by the people, on the 
understanding that they should pay to the State for such 
use a fair rent or price. An impression no doubt prevails 
that this property is to be acquired by the nation without 
giving existing owners an adequate compensation. It 
cannot be denied that there is some warrant for such an. 
opinion in the language which is occasionally employed 
by some of the advocates of this new socialistic movement. 
Thus it has not unfrequently been said that private 
property is a crime and a blunder; that the land was 
originally the people’s, that it has wrongly been taken 
away from them, and therefore ought to be restored to ’ 
them. Such phrases are, however, to be regarded as the 
language of excited rhetoric; they do not represent the 
serious intentions of modern Socialists. When the ques¬ 
tion is calmly put to them, we have always found that 
they protest against such a policy of confiscation, and 
they invariably admit that a proper compensation should 
be given to the owners of land and of any other property 
which may be taken over by the State. 

It should, however, be remarked that some who re¬ 
pudiate the idea of immediate confiscation really advocate 
a policy analogous to it. Such persons maintain that if 
no existing owners were dispossessed, but it the State 
took possession of the land at the death of existing owners, 
there would be no confiscation and no injustice. It is, 
however, at once evident that the adoption of such a 
plan would be equivalent to wholesale confiscation; the 
exact pecuniary amount of which can be estimated by 
the difference in value between a life interest in any 
particular estate and its fee-simple. It must be also 
borne in mind that no inconsiderable portion of the land 
of the country is held by various corporations,^ such as 
colleges and schools. A corporate body cannot die; there¬ 
fore it may be presumed that all the land which is thus 
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held would be immediately taken over by tbe~State 71 
Iiowever, the idea xnost provalent among Internationalist 
and other modem Socialists is the immediate nurebasf 
ot the Jaml by tlm State, we will proceed to trace some 
ot the amscciucnces winch would result from carryino- out 
the policy of nationalisation in the manner just indicated 

It will be well, in the lirst instance, to confine our 
attention to the land, and assume that after it has beeu 
hurly viilued, the State compulsorily purchases the whole 
ot It at its iiresent market-price. It is not necessary now 
to coiisulor whether such an enforced dispossession of the 
owners of jiropcrty, even if they receive a pecuniary com- 
ponsal ion, can bo dofeudod on any recognised principles 
ofjaKtice. Homo, no doubt, M’oidd maintain that, even if 
tho_ lainl lords wore unfairly treated, it is quite justifiable 
to inflict an injury on a limited class, in order to secure 
tlic greater happiness of the whole community. There 
will, hovvevoip bo no occasion to consider whether such 
a l,hcory is or is not defensible; for it will not be difficult 
to show that the purcliaso of the laud by the State would, 
oil the contrary, inako the social and economic condition 
ol' the. (-. 011111,17 in every respect far more unsatisfactory 
timn it i.s at the prc.seiit time. 

It i.s (lillicult to estimate with precision the present 
value of the whole landed property of the country. Com- 
IH'lent authorities say that'tlm value of all the land and 
houses in l.liis country, exclusive of mines and railways 
caniiot be less than 4i,50(),()()(),000;. This enormous sum! 
e.Nceecliug by .six times our national debt, would have to 
be raised _in the form of a State loan, in order to carry 
out ’the. first part of this policy of nationalising the in- 
sl.niuieutH of production. i\)r, after such an expenditure 
had been incurred in acquiring lapd and houses, it is 
prohalile that at least an equal outlay would be involved 
ill ])urehasiiig the railways, mines, buildings, machinery, 
ami varioius other appliances, which constitute the in- 
diisl.rial plant of^tlie community. But, confining our 
attention to the first transaction, lot us inquire in what 
way, and upon what terms, the State would obtain this 
-tj.'iOO.OOO.OOOf. In order to put the case as fairly as 
possible, lot it be assumed that the financial credit of 
the country has not been in the slightest degree injured 
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by the social and political revolation which the members 
of the International themselves admit must in all pro- 
bability take place before they can hope to see their 
schemes practically realised. It may, therefore, be granted 
that the loan would be raised on the same terms as if 
nothing had occurred to disturb the credit of the country. 

Our Government is now able to borrow money at the 
rate of three and a quarter per cent. Sir John Lubbock, 
who, as one of the leading London bankers, has had 
great experience in monetary affairs, expresses a confident 
opinion that the raising of so large a loan would increase 
the rate of interest at least one per cent. It therefore 
appears, after making proper allowance for the cost of 
collection and management, that the Government would 
not be able to borrow this 4,500,000,000L at less than 
four and a half per cent. There is, in fact, every reason 
to suppose that it would be necessary to pay a considerably 
higher rate of interest. If, however, what may be regarded 
as the minimum rate of only four and a half per cent, 
were paid, the annual charge involved in such a loan 
would be 202,500,000Z. This sum exceeds by nearly three 
times otir present national revenue. After making due 
allowance for expenses involved in management, in col¬ 
lection of rents, in repairs, and in the erection of new 
buildings, it can scarcely be doubted that the land and 
house property in this country does not yield upon its 
present market-price a return of more than three and a 
quarter per cent. There would, therefore, be a loss of one It would, 
and a quarter per cent, upon the purchase, or, in other 
words, there would he an annual deficit of 50,000,000Z. This circum- 
laro-e deficiency would exist, even if the rent of land and stances, in- 
of houses was in every single instance maintained at its 
I present high level. But is not a reduction in_ rent the 
’ chief advantage which the advocates of this nationalising soooooooJ. 

policy hope to secure? The belief that land is too dear 
r and that house-rent is too high is the chief cause which 
has led to the enthusiastic adoption of the proposal ; and 
the members of the International and other Socialists 
would be the first to admit that they had been bitterly 
disappointed and cruelly deceived if they found, after 
I their schemes had been realised, that they were obhged 
to pay just as high a price as ever for permission to 
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cultivate the land or for the privilege of o'b-t^.inincp J 
certain amount of house accommodation. It may- t-lxoreforp 
be fairly concluded that if the State purchase^ laW 

and houses, the transaction would involve aa an-ri^xal 1 a- 
of at least 50,000,000^., and the loss would be fa. 3 r g^^’eater 
than this if rents were not maintained at is so 

generally denounced as their present extravag-ant 

It must also be borne in mind that all governxiaertts trv 
to strengthen their position by the exercise of pa.isx’onacre* 
and the more patronage a government has to bestow, the 
more will pecuniary and political corruption flonx-isb.' p 
is obvious that if the land and other mstrucrxexL'ts of pro* 
duction were purchased by the State, the amoniat of Gty. 
vernment patronage would be indefinitely increasod. Thf* 
Government would at once have placed at tbeiir disposal 
an infinite number of opportunities of rewardino- friend^ 
and of injuring opponents. When the land, for ^instance, 
wus being bought, what would be more easy tb^ixL to re¬ 
compense on a scale of great liberality a proprietor who 
happened to be a political supporter, or who in a 

position to exercise influence? On the other Inamd, it 
would be equally easy to deprive of a portion of fboir just 
compensation those landowners who were either xxot well 
affected to the Government of the day or wbo not 

the support of powerful fiiends. Jealousy and discontent 
would thus be produced, and a most demornlising and 
corrupting temptation would be brought to bea.r -mpon the 
people and the Government. 

■ Serious as are the evils which are thus showo. to be 
associated with the purchase of the land by tlno State, 
there would, however, ensue far graver miscbief wtten the 
land and the other instruments of production cnm & to be 
distributed at a fair price amongst the people. ade¬ 

quate conception can be formed of the hopeless ixcipracti- 
cability of the scheme, and of the disastrous conscip'o.ences 
it would produce, unless we endeavour to pictuiro to our¬ 
selves what would take place when the process of letting 
the land to the people at a fair price commencedL. W^hat 
method of selection is it proposed to adopt ixi oirder to 
decide who shall be the favoured tenants to be loco^ted on 
fertile and picturesque land within easy reacli of large 
towns ? And who, on the other hand, are to be the 
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unfortunates 'who are to be deported to the bleat moors of book it. 
Yorkshire or to the dreary wastes of Sutherlandsbire ? If . . 

it were attempted to regulate the allotment and appor¬ 
tionment of the land by competition, it will at once be 
perceived that equally great difficulties would ensue, and 
the advocates of the scheme would be landed in a still 
worse dilemma. The most fertile and the most favourably 
situated land would be actively competed for. The wealthy 
would obtain the best situations, the poor would be driven 
to the most impoverished soils. Thus competition, so 
hateful to Socialism, would act with uncontrolled force, 
and would exercise as much influence as ever. 

When such considerations as these were on one occasion 
pointed out to some of the leading supporters of the na¬ 
tionalisation of the land, they made some such rejoinder 
as the following:—It would be our first duty and our chief 
anxiety to prevent the force of competition coming into 
operation. It has done more than anything else to make 
uur present condition so unsatisfactory; we lay to its 
charge much of the misery which we have to endure, and 
most of the misfortunes under which we suffer. It is be¬ 
cause competition so much raises the price of land that we 
are crowded into unwholesome courts. If land \yere 
I cheaper, instead of being thus huddled together we might 
eaih of us have a house surrounded by a plot of ground; 
anti our children, instead of breathing a pestilential air, 
and being reared surrounded by vice and squalor, might Oompeiition 
dwell in some sunny and salubrious situation, enjoying the 
■ plo.asures of a country life.—All this, it is thought, might 
be realised by banishing competition; because, it is main- naiionali- 
tained, if the land were cheaper, and were more equally 
divided, there would be far more than enough for all. But ■ 
even if this utopian idea could be realised, and if the 
State let the land at an uniform price, it at once becomes 
evident that the influence of competition would neither 
cease nor diminish. It would simply exert its activity 
' in a somewhat different direction. If the State decided 
to let every plot of land at an uniform rate, it is obvious 
thut there would be as active a competition as there is 
now to obtain the most fertile and the most conveniently 
sit,uated allotments. As previously remarked, the _ Go¬ 
vernment would have placed in its hands an entirely 
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"TV.!' opportunity of rewarding oi 

•—,—. l«»"w!‘iiig focH. Iho vast sum wliicli is represented by 
tho duforence in value between the more productive and 
the less productive land would be virtually placed at tlio 
disposal of the State to dispense as patronao-e. As a 
natural consiHpionce, the whole community would be de¬ 
moralised and degradeil by bringing into activity an in- 
(iaiculable amount of jobbery, intrigue, and favouritism. 

if the land were 

w,n„ir„ni,, i'!''"' ^'Hdorm price, the purchase of it by the 

j,:i, l^tato would inevitably he financially so disastrous‘as to 
i''^tion in bankruptcy. The particular pecu- 
'>uuhnh, •wnoiuit which is meant when this uuiforin price 

i^mnkruptei/, ‘SfH)k(U), ot has iicivca; Ixuvri clearly (Icfiucd. It is pro* 
biibly inbauhul tliat Ibo rout sliould bo what is vagitoly 
ca.lltid a. laiir aiud inoibvrato one. But if the impositiou 
(>l. inotha’aib^ naiis is that wbicli is desired, it is maivilVst 
ihaJ) i,h(^ (ihargino- of an naifonn price for tlie use of bind 
would (uibirely deh^at tlie objixd,; sought to be attained. A 
pound a.n ac,re would be a.n extremely moderate price to 
])ay lor souui h'uid ; but, in other instaucos, it would 
mpuhseid. a, re.ut so (vxeossivo, that if it were imposed 
la,11(1 would b(^ thrown out of cultivation. Five pounds 
a,n a.(‘.r(‘. chargcMl lor la,nd in tho neiglibonrbood of largo 
iiowus may b(^ a. very mu(.di lower rent tlian two shilliusi’s 
a,n axu‘(‘^for hmd on tlui Seotch or North of Engbiml 
moors. ih<u*(^, (‘dinnot bo a- greater fallacy than to sujopoHe 
t.hat ih() higluhst-rmdxul laud is tho dearest, or that the 
low(‘sj;-r(mt<Hl land is tho cheapest. For the additioual 
r(mt which is paid, at least an eapiivalcut is given in 
(‘-onse<|uenc;(3 o( the land being more fertile or more c<>;u* 
vcmicudily situated. Tho former who cultivates liighly 
uuiUul hind virtually pays a premium for the use of on 
ollic/umt niathiiug jind it is just as unreasonable to Bay 
tlnii. he is jihuHxl in a worse position than the man. who 
ladbvates hind for which a low rent is charged, as it 
wouhl. 1)0/ to su|)])ose that a manufocturor who pays a 
(uu'tain annual sum for the use of a machine is in a 
worse ])osilion than, those by wliom the machine is not 
iised. It there (ore appears tliat if it were possible to 
fix tho rent ot Jand at some uniform rate, the only result 
would bo that some land would be greatly underlet, 
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•whilst some would be so enormously over-rented that its 
remunerative cultivation would be impossible. 

Innumerable as thus appear to be the difficulties which 
would arise if an attempt were made to levy an uniform 
rent on agricultural land, the proposal is far more absurd 
and impracticable when it is applied to building land. 
Although agricultural land varies greatly in value—some 
letting for seven pounds an acre, whereas, in other in¬ 
stances, a rent of not more than one shilling an acre is 
yielded, yet such differences in value appear trifling when 
we consider the price which is realised by the most eligible 
sites for building. Within the last few years land has 
been sold in the City of London at the rate of a hundred 
i thousand pounds an acre. 

When, however, the visionary nature of the proposal 
to charge an uniform price for the use of land is brought 
' distinctly home to the advocates of nationalisation, they 
not unfrequently shift their ground and maintain that 
what they desire is not uniform rents, but a general re¬ 
duction in all rents. Feeling that the conditions of life 
are too hard, that an adequate maintenance cannot be 
obtained without too great a struggle and without an 
! undue amount of toil, observing that there is too much 
I poverty and misery, they at once hurry to the conclu- 
I sion that all this which is so unsatisfactoiy would be to 
I a considerable extent remedied, if the rent paid for land, 
I houses, and the other instruments of production, could 
i he reduced. They further urge that as long as these 
things are permitted to remain private property, no such 
general reduction of rents is possible ; for competition 
i will always force the price up to the highest point. If, 
however, the proposed policy of nationalisation were car¬ 
ried out, the State, it is argued, would become the pro¬ 
prietor, and could charge just such rents as wmuld most 
promote the well-being of the community. With no little 
plausibility it is, for instance, asked whether the con- 
' dition of the great mass of the people would not be greatly 
improved, and whether the happiness and prosperity of 
the vast majority of the nation would not be promoted, 
if the rent of land and of houses were reduced—say 
wenty or thirty per cent. The land being thus dis- 
ributed amongst the people, and let to them on easy 
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terms, all wlio devoted themselves to agriculture would 
find that they were engaged in a lucrative industry. 
Under this new system, thus inaugurated, every one 
who wished to cultivate land would be able to do so 
upon easy terms. Would not this, it is asked, present 
a favourable contrast with what exists at the present 
time, when the mass of the people are divorced from 
the soil, when farmers find that high rents absorb an 
undue share of the results of their toil, and when the 
labourer who tills the land lives in ignorance and de¬ 
pendence, and has to work hard for a beggarly pittance 
of ten or eleven shillings a week 1 

In a similar way a description is given of the not leas 
striking advantages which would result from a general 
reduction in house-rent. There would be no longer the 
same necessity for the poor to herd together in over¬ 
crowded divellings. Tens of thousands of families, who 
are now compelled to live in single rooms, would he 
able to afford two or three rooms; and if land and houses 
were both cheapened, the artisans of our large towns 
could reside in healthy country homes, surrounded by 
good gardens. If such an improvement in the condition 
of the people could be effected, it would be the duty 
of every one to spare no effort to bring it about. Many 
of the opponents of nationalisation are as little satisfied 
with the px'esent state of things as the most ardent Socialist 
can be. It can, however, be shown that, in order to im¬ 
prove the social condition of the people, agencies entirely 
different from those w’^hich have been suggested must be 
brought into operation. 

It will now, however, be desirable to revert to a con¬ 
sideration of the consequences which w^ould result if the 
State, after having purchased all the land and houses 
in the country, tried to effect a general reduction in rents. 
In the first place, it is to be observed that the more 
rents were reduced, the greater would be the difference 
between the interest on the money expended by the 
State in the purchase of the property, and the amount 
which this property would annually yield. Thus, refer¬ 
ring to the figures already quoted, it has been shown 
that the annual interest on the loan which would be 
i required for the purchase of the land and houses would 
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1)6 about 200,000,COOL The property, if let at exist¬ 
ing reats, would aunually yield about 150,000,000^. If, 
therefore, rents were maintained at their present rate, 
there would be a deficiency of not less than 50,000,0 OOZ. 
each year. If, however, there was, as is proposed, a gene¬ 
ral reduction of rents, say of one-third, it is evident 
that this deficiency would be at once increased from 
50,000,OOOZ,. to 100,000,000Z. The scheme, therefore, is 
at once met with this most formidable difficulty—How 
is such an enormous annual loss to be made good ? The 
members of the International say that all revenue which 
the State requires is to be obtained by a graduated tax 
on property. They would therefore look to this source to 
supply the annual deficiency. But they forget that si¬ 
multaneously with the imposition of the gx-aduated tax 
on property, the State is to become the possessor of all 
the real property in the country. Consequently, they 
would tax the State in order to provide the State with 
money. This is nothing more nor less than attempting 
to create wealth by taking money out of one pocket and 
putting it into another. It will perhaps, however, be 
said that although it is contemplated that the State 
should own the land and the other instruments of pro¬ 
duction, yet there would be a great deal of other pro¬ 
perty in the country upon which the graduated tax might 
be imposed. For instance, the former proprietors will be 
in possession of the money which has been paid to them 
when the State purchased their property. But if a heavy 
and increasing tax is to be levied from them in order 
to provide for a deficiency created by an artificial reduc¬ 
tion in rents, it would have been far simpler, and would 
have involved no greater injustice, if they had been in 
the first instance compelled to sell their property at less 
than its market value. It is therefore evident that 
an attempt thus artificially to reduce rents would prove 
finaixcially disastrous, and would in fact overwhelm the 
country with insurmountable pecuniary difficulties. 

Probably, however, the most serious objections to na¬ 
tionalising the land and the other instruments of pro¬ 
duction still remain to he noticed. It is evident that if 
the scheme were carried out, the Government would not 
only bo compelled to buy the estates of large proprietoi's, 
F. M. XJ 
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a.nd t-lu3 laaiuifiictorios and xvorkHliopH of wealthy capital¬ 
ists, it wovild also be e(|\ially necessary for tlie State to 
lau'clinsc the small freeholds of the ])caBaut farmers, as 
\v<dl as the stores and workshops of cooperative societies, 
!uh 1 tlui houses whicli workincm have become the owners 
of (broilo^’h the ageuoy of building societies. Gr-eat land¬ 
holders juid sinall ]ari(lli()hlers, tlic capitalist with his 
hiiuilreds of thousands embarked in business, and the 
Avorkinan with his lew ])omuls invested in some coopeira- 
tive or building sociedy, wotild all alike have to submit 
in the decree iihat hiaujeforwanl all the instruments of 
produetion shall l)i‘ vexsted in th(‘. Btate. Such considei*a- 
lions a,s these will probably (^xm-t little influence upon the 
adv()eat(^s of tb<‘, jiolie.y, lor (bey may very possibly say 
the lahourers who eitlnn: own land or have capital in vest o cl 
in hnsiness ar(‘- so (e,w, that tlie inti'resLs of so small a 
minoriiy ought not to imjmdo tln^ adoption of measures 
whieh would so greatly tiromote the well-being of the 
whol(' (x)nvuunnly. It lias, Imwever, heen shown in the 
pnu'iouH chapter that the arnormt of property owned l>y 
workuu>n is rapiilly imn'oa.sing, a,ud that the extension of 
hiiildiug a,ml eoopiu'ati soim^ties may he regarded as one 
of (he most ma,rk(Ml n.nd satis(jici.ory ebara,(toristies of the 
any. li, is, mou'ovm’, (‘ssmi.ial to remember that many 
agiaufies may in fidaire yi‘a,vs be brougldi into operation 
whieb will either <lir<'clly or iudimeliy afford workineii 
mmb greaf-m- faebitios for bcw.oming (be proprietors of 
land and the olber iustrumeuiiS of jiroduction. The cx- 
ptubmee vdMrib'uid shows that when a. kirge landed estate 
is sold the tmiauts are suix^, in mmua.ous instances, to 
Is'enme (be owma’s of the land they cultivate. The Lon- 
ilomlmry estatc'.s ol* Lord Wa-ianlord were recently sold in 
(be ha,ndi‘d Kstab's (Jour() for 1280,OOO^.; the greatest j>art 
ol’ (b(^ propmty wa,s purebased by the tenants, who often 
paid as much a,s for(y or lil\y y(^a,ik purcha-se :lbr the laticL 
'll. is Web. known that in Knglaml tlie (]ua.ntity of land 
which is brought int.o tlu^ market is arlbieiaby restrictcMl 
by various ca,us(‘.s which are under legislative control. 
Tli(u*i‘ is no reason why an Encumbered Estates Court 
should uo(, lie cNslablisheil in Eugkuul. Maaiy a proprietor 
would gkully <avab himself of such a tribunal, in order to 
free himself Iroin mortgages, intricalc setlilemcnts, and 
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numberless other encumbrances. Again, the present costly 
method of conveyancing seriously impedes the acquisition 
of small properties in land by "workmen and others of 
limited means. The whole policy of our law has been to 
tavour the ag^egation of land; primogeniture has been 
sanctioned and encouraged by the fundamental distinction 
which is adopted in the distribution of the real and per- 
1 property of intestates. Other circumstances may be 
alluded to, such, for instance, as the settlement of land 
upon an unborn child, which exert a powerful influence 
in diminishing the quantity of land which is annually 
brought into the inarket. It is the fault of the people 
themselves if they do not abolish these artificial impedi¬ 
ments upon the sale of land. If they like to express tLm- 
selves with sufiicient determination upon the subject an 
Encumbered Estates Court will be established, the convey¬ 
ance of land will be simplified, and cheapened by a system 
of compulsory registration; primogeniture will be deprived 
01 its present sanction and encouragement, and no one 
will be permitted to settle property upon an unborn child. 
U cannot be doubted that the people have the power to 
bring about a 1 these reforms. If they were caixied out 
it IS certain that the quantity of land annually broudit 
into the m^arket would be greatly augmented, and, con¬ 
sequently, labourers, either individually or by means of 
associations, would have much greater facilities for be¬ 
coming landed proprietors. 

It ma,y perhaps be said that reform is slow, and that 
abuses die hard. It may be also urged that the changes 
here mdicated^ have often been advocated before, but with 
little or no effect. The people are tired of waiting; they 
place no confidence in remedies that come so tardily, and 
they are consequently prepared to support schemes which 
will bung about what they dcsirS much more rapidly and 
much more^ thoroughly. Such, we have reason to believe 
IS not an inaccurate description of the state of feelintr 
which has induced so many of our workmen to become 
adherents of the doctrines of modern Socialism. The 
existence, however, of such a s'tate of feeling is to be 
regretted, and particularly so in our own country. The 
reason why it is so difficult to carry out the reforms which 
have been suggested, and why the remedies indicated are 
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SO slowly brought to bear, is* chiefly to be traced to the 
fact that the working classes, because they are divided in 
purpose, lose a considerable portion of the influence which 
they might legitimately exercise upon the legislature. 
The propagation of socialistic ideas, which is at the present 
time so actively going on, will still further divert the 
workmen from striving, by a persistent and united effort, 
to obtain various changes in the law, and other reforms 
which are practically within their reach. 

There is probably no chance of preventing so in rich of 
the energy of some of our best workmen being tlms mis¬ 
directed, except by proving to them that the new schemes 
in which they place so much faith are either utopian, or, 
if practicable, distinctly mischievous. It can, for instance, 
be scarcely doubted, that many who have given tlieir ad-^ 
herence to these new socialistic ideas, would have been 
debarred from doing so if they could have been induced 
to see that the carrying-out of the policy of nationalisation 
would deprive every small freeholder of his plot of land, 
would take from cooperative associations their plant and 
their buildings, and would prevent the prudent workman 
from enjoying the satisfaction of feeling that the liouse in 
which he lived was his own. All the various socialistic 
schemes which have from time to time been propounded 
possess one common characteristic—they would, one and 
all, tend to enable a man to make others hear* a con¬ 
siderable portion of the consequences which result from 
his own voluntary acts. From this point of view our 
Poor Law, as before remarked, is distinctly socialistic in 
its tendencies; because, if a man refuses to provide main¬ 
tenance for himself by his own labour, our Poor Law gives 
him a right to claim this maintenance from the public.. 
This weakening and lessening of individual responsibility, 
which may be" regarded as the most prominent charac¬ 
teristic of Socialism, may be traced through every part of 
the programme of the International. Thus, the nationali¬ 
sation of the land is intended to secure to each individual 
an opportunity to cultivate a plot of land at a reasonable 
price. He is to enjoy this privilege even if he should 
have taken no trouble to qualify himself for the industry, 
and even if he should have made no effort by previquKS 
.saving to obtain sufficient to pay his rent, to furnisli him 
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-with capital, and to provide him -with adequate security 
against the vicissitudes of trade. Again, general gratui¬ 
tous education would transfer a portion, of the expense of 
maintaining children from those who arc responsible for 
bringing them into the world to the general public. A 
light to demand work from the State at remunerative 
wages would confer upon a man the power to compenpte 
himself at other people’s expense for any loss he might 
incur, through wilfully remaining in a locality where his 
labour is n(A wanted, or through persistently continuing 
in a trade in which the supply of labour far exceeds the 
demand. A right to claim loans from the State to esta¬ 
blish cooperative societies would enable those who had 
lost their capital through mismanagement or extravagance 
to recoup themselves at other people’s expense. The 
adoption of a general scheme of State emigration would 
really confer upon any one who might desire to settle in 
another country a right to claim from the State the pay¬ 
ment of his travelling expenses. If, moreover, the whole 
revenue of the country, as the Internationalists propose, 
were raised entirely by a graduated property-tax, the 
majority of the people would make no contribution to the 
revenue at all: therefore such luxuries as work at remu- 
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nerative wages, low-rented land, cheap and commodious 
houses, education for their children, the payment of their 
travelling expenses if they wish to emigrate, and many 
other good things, would be provided for them at the sole 
expense of the unfortunate minority, who happened to 
possess the property on which the graduated tax would 
be imposed. If such ideas could ever be realised, the 
possession of wealth ■ might become a misfortune, and the 
rich might indeed have reason to say, “ Blessed are the 
poor!” 

Although Socialism, in its broader aspects, may be easily 
detected, yet its influence is so subtle, that it often spreads 
itself unnoticed, and it is found where least expected. 
Many of our most popular charitable institutions exercise 
a baneful socialistic influence, for they not only help those 
who make no effort to help themselves, _ but they also 
serve more or less to protect people against the conse¬ 
quences of their improvidence and their want of self- 
denial. Tho.se who are engaged in works of philanthropy 
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and charity cannot too constantly remember, that nothing 
tends so much to perpetuate misery and to increase 
poverty as diffusing among the people a belief that it is 
the duty of the State to protect them from the conse¬ 
quences of their own improvidence, indolence, and self- 
indulgence. Any one who studies'the causes which ai-o 
chiefly instruinental in producing pauperism, and in ren- 
^leiing the social condition of the people in every couiiti'y 
so unsatisfactory, must, we think, come to the conclusion 
that, above all things, it is important to enforce the tmtli 
that it is by industry and thrift alone that wealth can Ibe 
made and accumulated. If it can be shown that any laws 
impede tlie full use and efficient application of man’s in¬ 
dustrial powers, let no effort bo spared to got such laws 
repealed or modified. It is, however, not difficult to show 
that all the socialistic schemes now being put forwaril 
possess this fatal defect, that they would spread amono- 
the people the belief that they could, with comparative 
impunity, disregard prudence, self-denial, and other most 
essential industrial virtues. Thus, reverting to the p-ro- 
posal for the _nationali.satio_n of the land, and the other 
instruinonts of production, it can scarcely be denied that 
the desire to bo cither a landowner, the possessor of one’s 
own house, or to becornc one of the proprietors of a co¬ 
operative association, often produces in labourers the most 
active industry, the most careful economy, and the most 
admirable prudence. On the other hand, all those social 
and industrial virtues will gradually vanish if men are 
induced to think that, even if they are indolent, and even 
if they gratify every passion wliich self-indulgence can 
suggest, an adequate maintenance and many of the conx- 
I forts of life will still be guaranteed to them either by the 
bounty of individuals or by the State. It should never 
be forgotten that our old Poor Law was administered with 
so much laxity, that men were rewarded in proportion to 
their recklessness, and the lazy pauper thus often found 
himself better off than the hard-working labourer. So 
much encouragement was in this way given to improvi¬ 
dence and indolence, that if the system had been corx- 
tinned a few years longer England’s industry would havo 
been rained, and her finances would have become as mticli 
involved as those of a bankrupt State. The realisation of 
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the ideas of modem Socialism -would vastly extend the 
evil influence of the old Poor Law. Can it, for instance, 
be doubted that the nationalisation of the land and the 
other instruments of production would directly discomage 
thrift and prudence? A man would cease to have any 
adequate motive to save, or to live with ordinary j)m- 
dence, if he knew that, however indolent he might be, 
however reckless in living, and however improvident with 
regard to' marriage, the State was bound to provide him, 
and as many children as he chose to call into the world, 
with land, machinery, and implements, at a cheap rate, 
with a house at a low rent, and with work at remunera¬ 
tive wages. 

It is to be particularly observed that in the proposals 
for improving the condition of mankind which are from 
I time to time put forth, by far the most important consider¬ 
ation is almost always kept out of view. Thus, modern 
Socialists carefully avoid making the slightest allusion to Socialists 
the provision which must be made for an increase of,emdc the 
population. It is easy to show that it would be not less 
unreasonable to try to build a house without first lay- 
ing the -foundation, than it is to attempt to construct a increase of 
new social system without providing for an increase of 
population. The necessity of making such a provision 
is a stern reality which has to be faced. If it could be 
ignored, many of the dreams of the Socialists might be 
realised. A community might then attain exactly that 
\ condition which so many seem to think most to be de¬ 
sired ; every man being able to marry without thought 
I of the -future, wealth being so distributed that, however 
many mouths there were to feed, there w^ould never be 
any lack of food. A social reformer who keeps out of 
sight the question of an increase of population is as 
dangeroxis a guide as a navigator who, steering his ship 
without chart, is almost sure to find himself wrecked on 
some sunken rock or hidden reef. 

Impracticable as the scheme of nationalisation has been 
shown to be, yet the insurmountable difficulties which 
lie in its way cannot he fully appreciated until we in¬ 
quire what provision would he made under such a scheme 
i for the maintenance and employment of an increased 
population. At the present time it is known that the 
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population of this country is augmented durino- each ten 
years by about fourteen per cent. At this rate of in¬ 
crease population doubles itself in about fifty years. A 
rapid acceleration in the rate of increase of population 
'^youid be an inevitable result of adopting the principles of 
Sopialism. It has been shown that the leading character- 
istiepf all socialistic schemes is to lessen individual respon¬ 
sibility. _ But if individual responsibility is lessened,“and 
it a man is able to depend more upon others and less npon 
his own exertions for maintenance, it is obvious that he 
will have much less reason than he has now to exercise any 
prudence with regard to incurring the expense involved 
m supporting a numerous family. Although, therefore, it 
may be fairly assumed that population would be o-reatly 
stimulated as a consequence of bringing any socialistic 
scheme _mto operation, yet, in order to avoid all risk of 
overstating the case, it may be supposed that after the 
land and the other instruments of production have been 
nationalised, the rate of increase of population remains 
what It is at the present time. It is to be presumed 
that the btate, after having purchased the land and the 
various appliances of industry, distributes them amongst 
the people as far as possible on cheap and equitable 
terms. Every one would thus, it is supposed, he pro¬ 
vided ior; there would be general equality of condition; 
the wealthy might he less wealthy, but the poor would be 
less poor; and the land, instead being of portioned among 
the few, would be divided approximately in equal shares 
among the whole people. It may be assumed that the 
allotment which each would thus have would be suffi- 
cient to provide a comfortable maintenance. At the end 
of ten years,_ however, there would be fourteen per cent, 
more people in the countiy; as this extra number would 
have to be provided for, it would be necessary to make 
another apportionment of the land amongst the people. If 
the land was fully occupied before, each individual’s allot- 
rneut would have to he reduced by about one-seventb ; 
either this must take place, or the increased population 
would be driven to unproductive soils which had not pre¬ 
viously been regarded as worth cultivating. This would 
be, however, the re-introduction of a system of inequality • - 
the occupiers of the productive land would be regarded 
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yf&j be given to a reckless increase of population and 
to every other form of improvidence, may be regarded 
as the most serious evil connected with the nationalisa¬ 
tion of the land, and with other popular socialistic 
schemes. If there is one fact in reference to the social 
condition of man which is more clearly proved than any 
other, it is this: that without some adequate motive 
prudence will be rarely exercised, and that if men can 
throw upon others the responsibility of maintaining their 
children, population will multiply with utter disregard 
to the consequences which will result to the general well¬ 
being of society. It can scarcely be denied that saving, 
to the great majority of those who do save, involves a 
considerable sacrifice of present enjoyment. To those 
who_ are comparatively wealthy, the setting aside of a 
portion of their incomes generally signifies nothing more 
than abstaining from some pleasure or the relinquish¬ 
ment of some luxury. But those of whom this can be 
said represent a very small minority of a nation. By 
far the larger number have a hard struggle to provide 
themselves and those who are dependent upon them with 
a sufficient maintenance. Persons thus circumstanced can 
rarely save without personal privation, or without adding 
some extra toil to a life of severe labour. In such cases, 
therefore, there is a strong temptation not to save. This 
temptation, too often unresisted now, would seldom be 
resisted at all if men were led to believe that either 
through the aid of some organization, or by the inter¬ 
vention of the State, the misery, the suffering, and all 
the other misfortunes that saving averts, would without 
its assistance^ be warded off. This will be the more 
clearly seen if, for a moment, we ask—What are the 
chief advantages which prudence now secures, and what 
are the chief evils which it averts? As a first example, 
it IS scarcely necessary to say that a man is induced to 
set aside a portion of his income for life insurance be¬ 
cause he desires that, in the event of his death, a due 
provision should be secured not only for his wife, but 
also for the maintenance and education of his children. 
All motive, however, for life insurance would be gonej 
and a man would feel that money spent in insurance 
premiums was to a great extent wasted, if the State pro- 
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to which we can most confidently look for human im¬ 
provement. It is not more but less State intervention 
that is needed. The Legislature has conferred the most 
indisputable benefits on the community, not by enacting 
new laws, but by the repeal of old statutes which Lave 
retarded individual energy and impeded freedom of action. 
As long as the State attempted to regulate trade and to 
protect industry, there was little industrial proc>’ress. 
During the last twenty years the commerce of this coim." 
try, released from the shackles by which, throu^^h suc¬ 
cessive generations, it had been fettered, has exhibited * 
an unprecedented development. 

It may not improbably be thought that as the scheme 
of the nationalisation of the land is so impracticable, 
we have in this chapter discussed it in too great detail! 
The importance of the subject however is not to be mea¬ 
sured by the probability of the scheme being adopted 
in any countiy j we have been induced to devote so nmcli 
attention to its consideration because it may be reo-arded 
as exhibiting^ in a striking manner the conseouencos 
which ensue if the people rely upon State intervention 
and not upon self-help. In the last chapter numerous 
examples were given of the great results which have 
already been achieved, and of the still greater advantag’os 
which may be gained in the future, by cooperative insti¬ 
tutions whose essential principle is self-help. In this 
chaptei we have had occasion to describe a scheme wliicL 
is probably favoured more than any other by those who 
encourage the people to rely for social and economic 
impiovements on the State rather than on themselvos. 
Amongst other consequences which it would produce, we 
have attempted to show that it would lead to financial 
embarrassment, that it would burden the country witli 
a heavier load of taxation, that it would foster political 
coiiuption, and that it would, by lessening individual 
responsibility, encourage improvidence. 
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to every philanthropist, and to every lover of freedom, if 
the principles of Political Economy^demonstrate that slave 
labour is inefficient and uneconomical, and that it ulti¬ 
mately diminishes the productiveness of the soil. If these 
facts can be established, slavery must ultimately 'work its 
own destruction, provided that the area over which it is 
permitted to extend can be restricted. 

The economic aspects of slavery were never discussed 
in so clear and masterly a manner as in a work by Pro¬ 
fessor Cairnes, on 'The Slave Power.’ This writer has 
most aptly said, that the labour of the slave has the three 
following defects:—it is given reluctantly; it is unskil¬ 
ful ; it is wanting in versatility.’ We will, therefore, in 
the first place, explain the causes which produce, and the 
consequences which result from, each of these defects. 
No one can doubt that slave labour must be given re¬ 
luctantly. The only object which the slave can have is 
to do no more work than is sufficient to prevent corporal 
or some other kind of punishment being inflicted upon 
him ; the slave has no more interest in the prosperity of 
the industry in which he is employed than the mere 
beast of burden, for, whether the crops are good or bad, 
he must be fed. An able-bodied slave could be sold in 
America for 250Z., and therefore the self-interest of the 
slave-owners always provided a guarantee that the phy¬ 
sical comforts of a slave were not so much neglected as to 
endanger his health. No farmer, if he were in his proper 
senses, would ever permit a valuable horse to suffer, either 
from ill treatment or from want of food, for if he could 
not afford to keep the horse properly, it would of course 
be better for him at once to sell it. A slave therefore 
has no motive to exert himself, for whether he is indus¬ 
trious or not, he is sure to obtain the food and clothino* 
which his master thinks he requires. Consequently, his 
labour is extorted from him, and he requires to be most 
vigilantly watched. Slaves can therefore only be ad¬ 
vantageously employed when the work upon which they 
are engaged is such that they can be collected together 
in gangs, for it is impossible to watch a great number of 
workmen when they are scattered about. This considera¬ 
tion suggests the reason why the only commodities which 
have been produced on any large scale by slave labour 
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far more expensive than hired labour, even in those coun¬ 
tries, such as America, where high wages prevail. 

Unskilfulness is the second defect which belongs to slave 
labour, and in fact this defect is an inevitable consequence 
of the first defect, because, when labour is reluctantly 
given, it is sure to be deficient in skill. If the slave has 
no motive to put forth his physical energies, he certainly 
has no greater inducement to apply his mental faculties 
ill order to acquire skill and dexterity; his position would 
in no way be improved, even if he were to show that he 
was a more valuable workman than his fellows. He must 
be fed, and so must they; and the fact that his price w^ould 
be advanced in the slave market by an increase of skill, 
is a matter of no consequence whatever to himself The 
more a slave shows that he is capable of doing, the greater 
is the amount of work which will be extorted from him, 
and for this extra exertion he receives no additional re¬ 
ward wdiatever. It is therefore for the interest of the 
slave to disguise as far as possible from bis master the 
amount and the kind of work which he can really perform; 
a heavy discouragement is consequently thrown in the 
way of the least mental effort, and slave labour must 
always he most unskilful. These conclusions can be cor¬ 
roborated by specific facts, for it has never even been 
proposed to employ slave labour either in manufacturing, 
or any other industry which requires skill on the part of 
the labourer. We will once more refer to Mr. Olmsted, 
for from personal observation he gives direct testimony 
with regard to the unskilfulness of slave labour; thus, he 
says that the negro slave is entirely unfit to be trusted 
with machinery; if he has placed in his bands any but 
the rudest tools, he is sure to break them. Mr. Olmsted 
affirms that the slave owners of Virginia found it more 
economical to use implements so heavy and clumsy that 
it increased the cost of performing work at least ten per 
cent., simply because they were not so liable to be injured 
or broken. He also mentions the very curious fact, that 
mules were almost invariably employed in the Southern 
States, instead of horses, because the slaves were sure to 
neglect or ill-use any animals which they had in charge; 
the mule being a hardier animal than the borse, was con¬ 
sequently not so liable to be injured by the want of 
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proper treatment. These facts, and others which might 
be enumerated, clearly prove that no skilled industry can 
ever be successfully carried on by slave labour. 

The third defect of slave labour, namely, want of versa¬ 
tility, is due to the same causes as those which produce 
the other two defects which we have already discussed; 
for labour which is given reluctantly, and is unskilful, 
cannot possibly display any versatility. A labourer must 
possess considerable intelligence if he is able efficiently to 
perform several different kinds of work. Such intelli¬ 
gence, however, is sure never to be displayed by the slave ; 
for if he only shows that he is able to do some additional 
kind of work, extra labour will probably be forced upon 
him, and therefore he rather loses than gains by acquiring 
versatility. Hence it is natural that slaves should show a 
great disinclination to be taught any new kind of work; 
upon this point Professor Cairnes has said, ' The difficulty 
of teaching the slave any thing is so great, that the only 
chance of turning his labour to profit is, when he lias 
once learned a lesson, to keep him to that lesson for life. 
Where slaves, therefore, are employed there can be no 
variety of production. If tobacco be cultivated, tobacco 
becomes the sole staple, and tobacco is produced whatever 
be the state of the market, and whatever the condition of 
the soil.' 

Before proceeding to describe some important conse¬ 
quences which result from the defects in slave labour just 
enumerated, it will be advisable to anticipate a remark 
which may very probably be made. Some of our readers 
may say. Although it is true that the negro slave labour 
possesses all the defects which are here ascribed to it, yet 
these defects are inherent in the negro race, and do not 
necessarily form a part of the institution of slavery. The 
history of ancient countries no doubt gives some support 
to this opinion. When Greece was in her greatest glory, 
a considerable portion of her skilled industry was per¬ 
formed by slaves; they constructed buildings and other 
works which never have been surpassed in artistic beauty. 
But the social position of the Athenian slave in no respect 
resembled the position formerly occupied by the slaves in 
the United States. Even inany Americans who did not live 
in the slave states despised the negro as a being degraded 
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Tby inferiority of race, and considered that his colour made 
liim a permanent outcast. But the Greek slave was 
generally a captive obtained in war; perhaps he was 
respected for the courage he had shown on the battle¬ 
field; he very possibly belonged to a race whom the 
Greeks scarcely regarded as their inferiors. The Greek 
slave had certain rights of property secured to him, and 
he always had a definite hope that he should be able, by 
his OAvn exertions, honourably to emancipate himself. 
His industrial energy therefore,^ instead of being com¬ 
pletely destroyed,-was powerfully stimulated, and, unlike 
the negro slave, Avhose interest it was to be unskilful, he 
had every motive to exert himself to the utmost. There 
is therefore no parallel whatever between the condition 
of the Greek and that of the negro slave. Our previous 
conclusions are consequently not in the least degree 
shaken; for if slaves are as completely deprived of every 
human right as they were in America, we may be quite 
sure that their labour must exhibit all the defects which 
have been attributed to it, whatever 'may be the race to 
which the slave may happen to belong. From these 
defects in slave labour some very important consequences 
result. 

It has already been stated, that the slave is wanting in 
so many of those qualities which make labour efficient, 
that there are very few branches of industry which can be 
successfully carried on by slave labour. For instance, 
corn, and the various other products of European agricul¬ 
ture, are never growm by slave labour. Slaves are never 
employed in manufacturing industry, because they cannot 
be entrusted with machinery; in fact, slave labour may be 
said only to produce four commodities, viz. cotton, sugar, 
tobacco, and rice. If any other kind of industry is at¬ 
tempted, slave labour is sure to be supplanted by free 
labour, because, the superior efficiency of the latter makes 
it more economical. But although the four products just 
enumerated can be profitably cultivated by slave labour, 
profit even in this case cannot be obtained unless certain 
conditions are fulfilled. It is, in the first place, evident 
that the unskilMnes^ and general inefficiency of slave 
labour causes it to be extremely wasteful and careless. 
The cultivation of the land with such labour must inevit- 
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ably be slovenly, and consequently tbe land is gradually 
impoverished. Moreover, there is another circumstance . . 

which tends to impoverish the land when it is cultivated 
by slaves; for able-bodied slaves were, previous to the 
civil war, worth no less than 250Z. in the American 
markets. Hence a planter required a capital of 25,00()Z. 
in order to purchase 100 slaves. The greater part of the /« tlutreforc 
planter’s capital was probably absorbed in obtaining slaves, 
and he therefore had little to spare for carrying out im- 
provements in his land. Hence slave cultivation gradually 
exhausted the soil, and it therefore became all-important 
to the slave owners that they should be able to obtain 
fresh soils of virgin fertility. The highest authorities, 
many of them slave owners themselves, agreed with per¬ 
fect unanimity as to the exhaustive nature of slave culti¬ 
vation. We will quote the very remarkable testimony of Emimce of 
the Hon. C. Clay, who was moreover a native of the 
South, and an advocate of slavery. He said, T can show 
you with sorrow, in the older portions of Alabama, and 
in my native country of Madison, the sad memorials of 
the artless and exhaustiny culture of cotton.' He then 
stated that the majority of the planters had not sufficient 
means to improve their land, either by rest or by the 
application of manures, and that they consequently moved 
farther West, or South, in search of virgin soils, which 
were inapoverished in their turn; and he then proceeded 
emphatically to affirm, that ‘a country in its infancy, where 
fifty years ago scarce a forest-tree had been fdled by 
the axe of the pioneer, is already exhibiting the painful 
signs of senility and decay apparent in Virginia and tlic 
Carolinas; the freshness of its agricultural glory is gone, 
the vigour of its growth is extinct, and the spirit of 
desolation seems brooding over it.’ These most sugges¬ 
tive remarks of Mr. Olay might be easily corroborated 
by a great mass of similar evidence. It may therefore 
be regarded as conclusively proved, that slave cultivation 
cannot continue to be profitable unless the slave-holders 
have at their command an abundant supply of fertile 
virgin soils. This suggests an explanation of the policy 
which was for many years pursued by the Southern States ^tma- 
of America; for they ceaselessly directed their efforts to 
bring new and unoccupied territories under the dominion ^tiuZuL 
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BOOK II. of slave institutions. Texas was unjustly seized from 
Mexico, and yet its soil was not immediately wanted, for 
after its annexation comparatively few slaves were located 
there. The South, however, fully recognised the future 
importance of acquiring this vast area of fertile and un¬ 
occupied land. Similar motives induced the South to 
strain every effort to obtain possession of Kansas. At 
the commencement of the Civil war in America, it was 
uncertain whether the issue involved was the immediate 
abolition of slavery. It w^as however foreseen by those 
most fitted to form an opinion, that the result of the war 
would determine the great question—Shall the limits 
of slavery be indefinitely extended? As the struggle pro¬ 
ceeded it was also foreseen that not only the extension 
of slavery, but also its existence as an institution, were at 
stake. This prediction was justified by the events, for, 
happily for America and for mankind, the North tri¬ 
umphed, and slavery was for ever banished from the 
United States. It now only lingers as a recognized in¬ 
stitution in Brazil and Cuba. 
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regard to every commodity for -which it can be e:s:- 
changed. If a sack of wheat could be exchanged for six 
pounds of tea, then six pounds of tea would he the value 
of a sack of wheat, when estimated in this particular 
manner. Value, therefore, is a relative expression; for 
instance, if the value of wheat compared with any par¬ 
ticular article falls to a certain amount, there must be a 
corresponding rise in the value of this commodity, com¬ 
pared with wheat; for if wheat declines in value, so that 
it will only exchange for half as much tea, then tea must 
manifestly rise in value, since it will now exchange for 
twice as much wheat. When, therefore, the general value 
of a commodity declines, less of every commodity can "be 
obtained for it in exchange; but if this be so, the value of 
all these commodities must rise when compared with ttie 
particular commodity in the value of which it has been 
supposed a general decline has taken place. These con¬ 
siderations demonstrate the erroneous nature of a statement 
not unfrequently made, that there is a general rise or fall 
in the value of all commodities. This is as impossible as 
it would be for each one of six rowers to row faster or 
slower than the other five. A. cannot row faster than his 
five companions, except by each of these rowing slo-wer 
than A. In a similar manner value is a relative expression,, 
and essentially implies comparison. It is quite impossible 
tha,t there should be a general rise of values, for if there is 
a rise in the value of one commodity, there must he a fall 
in the value of all the commodities with which this one is 
compared. All that is here stated may appear so simple, 
that it win perhaps he supposed that time is being wasted 
in explaining self-evident ti-uths. These truths howe-ver 
are by no means self-evident when • involved in the en¬ 
tanglement of more complicated propositions. A shade of 
error has been cast over the writings of some eminent 
political economists because they have neglected to keep 
steadily in view the correct meaning of the word value. 

Price is a particular case of value. If the value of a 
commodity is estimated by comparing it with those pre¬ 
cious metals which civilised countries employ as money, 
then it is said that the price, and not the value of a eom- 
modity, is ascertained. If a sack of wheat is exchanged 
for a quantity of gold, termed a pound sterling, it would 
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be perfectly correct to say that the value of a sack of 
wheat, estimated in gold, is one pound sterling; but, for 
reasons which will be afterwards explained, it is found 
convenient to single out this case of value from every 
other, and consequently it receives a particular name, for 
it is not termed value, but price. The price of a com¬ 
modity may therefore be defined as its value, when esti¬ 
mated by comparison with those precious metals which 
by general consent have been adopted as money. Al¬ 
though there cannot be a general rise or fall in values, 
there can be a general rise or fall in prices. If the pre¬ 
cious metals become much more plentiful, their^ value 
compared with all other commodities declines; since a 
certain quantity of gold or silver will exchange for a 
diminished quantity of all other commodities. If the 
value of the precious metals, compared with other comrno- 
dities, is diminished, the value of all other comhiodities, 
compared with the precious metals, must be increased; 
but, as before stated, the value implied in this latter com¬ 
parison is termed price, and consequently the price of all 
commodities will be increased. 

In political economy a system of propositions may be 
enunciated, which treat of the value of commodities, and 
not of their price. This course is usually adopted, but 
it only adds to the difficulty of the subject, without at¬ 
taining any praobical object of utility; for none of the 
transactions of trade and commerce in civilised countries 
are ever arranged without the machinery of a monetary 
standard. Money has aptly been described as the uni¬ 
versal medium of exchange. If it is desired to ascertain 
how much of one commodity another will exchange^ for, 
the calculation is always made in money; the prices of the 
commodities, and not their values, are considered. If for 
instance, a person who possessed wheat desired to pur¬ 
chase coal, it would be important for him to estimate the 
value of wheat compared with coal; but he would not 
attempt to do this by actually bartering away his wheat 
for coal; such bartering would be cumbrous and expensive. 
All that it would be necessary for him to do would be to 
ascertain how much money his wheat would exchange 
for. When he thus knew the price of a sack of wheat, 
and also the price of a ton of coal, the value of wheat 
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estimated in coal would bo immediately known, because the 
<iu:intity of coal for which a certain (quantity of wheat 
would i'.xchai)"c would be accurately ascertained. 

Ah thenvfoin, in prjwjticc, (lucjations of value involve a 
coinpariwon of i)viceH, our inve.stiffiitionH will bo simnlified 
if the laws re«-ulal.inj.- ihe prhm of commodities ml con- 
Hulered, witlioutatlKunptniff to CKtablisU propositions with 
r(\!j;a,rd to tlu^ valm'.H of <!onuuo(litioK. But until the 
fuiu^tioiiH of moixy are. ('xpl.-uned it will bo necessary care- 
ftilly 1,0 beiu- in mimi that a ce.rtain assumption is inade in 
all tlu^ iiivestiirations Avhieh, involve the consideration of 
price. The assumption is this; that when the’price of a 
(aimmodity varies, Ihe. variation is always aupposed to be 
produeei} by somethiuf; which alle.cts 'the value of the 
commodity, a-nd uot ttho vuihui ot ilu^ precious metals* 
We will endeavour to e.xplain our meaning still further, 
hy an illustration.^ Hupposo it is obsiu-vturthat the price 
of wlu'atp rises; l.his rise in tho prio(i ol: wheat may be duo 
to two v(uy distinel. <%a,uses. In tho ono ease, wlieat may 
he(u)me_ Hcarcm-, and (.hmad’oro (h(a,rcr; in the other case, 
wheat iu_ common wil.h every other (iommodity may rise 
in price, in <!onseqU('ne.e. of mw diHCovcries of tlio pi-ecious 
metids, Hti<'.h a,H those. ma.do in Australia, and Ca.lifor.nia, 
during tlu^ Iasi, fe.w y(^a,rK, In, the following eliapters, 
tlu'refore, which preecHle tlu^ discussion of th<> theory of 
inomiy, the assumpi.iou is made that variations in price 
are not <'anso<l by an alturatiou iu the value of tho 
pris’ipuH mcl.alH. 
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mi IK (‘oinmndilir.M wli'n’li roin|MJM<> ilu* wisnllh (if a iiniioji 
X niaj l>i^ tlividrtl into tlinn' ; atul tlir mannor ia 

‘vvhiah tlH‘ prii’r <>1* atiy pariii'ular (‘imumulity la n‘<*’ulat«Ml 
doi)<aulau(Hm ilu' rlua.i nr (liviai<m ta wlurh t,ha laaiiuntHlif y 
til ran alaaatr, may ho ('hanirforiH<al na 

folloWH:- 

IsU Sumo otunmoditina an' ah:;olololy limitiMl hi ({na-n ' 
tity; liowovi'r nmni Urn hrmaml may ho fur thorn, it. ia 
impus.sihlo to luoroaa.o thi’ir :aipply, Otily a (aaiain imur- 
Inir of artilpt-iiroa aud paintiapa'* liy aia'ioui masti'ra an* 
axtiaait, u-ial no offuria oau inon\'i;;o tlmir iitnnhor. 
if Hotno partioular aito la thmp!*ht> doalrahlo tor a, hiUir.(% 
tlio immiii'r of huttai’;; wlut’h oau ht* imill. nptm thia 
Hiln aa.nnut. oxnootl a, oortain limit, d’lim;, tho ahupa In a 
tli()r(at 4 iifaro aurh aa tho Strami, or h'lout Stroot, oamuit 
Oxaaod a- om'ta.in tnitnhor ; ariirlra of vorltn tniriuaitio:i a.mi 
ant.it[tiitii*a, whi<’h art' prizod hooatt'u^ aonm parfimdar n.:n 
Hociiditaia a,ro. ntta.rla*tl It) tliom, an*- in a. caniain do|.^rot' 
fixr.d ill <pm.u(ity. '’I'lu'ro may tluia ht* p(*rhapa half a 
dt>j<on vtay ran' rtiina in (ho oahim*t:i of oullortur.i, anti no 
ono <-an ft't'l t'tu’iain that nmithta* of thaao oulna will ovor 
bn (liHroVi*rtal 

2nii. StMuO' <a)iumu<litioa ran 1 h^ !n<a*t*mH*<l In tpia-niity, 
withont n<ny pnu*tit'al liinih hot if thoir onpply ia in- 
ctoiwid ilu'ir protlm^titm will rtHpiiro agntaim* propta‘iioiiid 
OKpouditnn^ of lahtmr and (*api(ah atid thorofoni iho.so 
cKWinutnlitit^H havt^ a* rofiatinit hnnliany in IniCiinio iiuiro 
axpotmivt', an tlni di'inand ftir thoni augiiioutH* Wo havti 
aln^ady n'nmrkod that thin t’hafa.ott'r porullarly boloagB to 
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agricultural produce. , If there is an increase in. de¬ 

mand for agricultural produce, it becomes necos^^^^ 
resort to less productive land, which cannot be 
without a greater expenditure of labour and 
proportion to the produce which is raised from it- 
of the most important speculations of economic 
for instance Eicardo's theory of rent, depend 
tendency which agricultural produce has to beco'O^.^ ^oaore 
expensive, as the demand for it increases. 

3rd. Some commodities can be increased to ^ "p^'^cti- 
cally unlimited extent .without increasing their cost). Ma¬ 
nufactured goods may he placed in this class ; for ^1'fchO‘^xgh 
the cost of the raw material will, like the cost of 
tural produce, increase as the demand for it is 
yet the increase of cost which is thus produced be 

almost neglected, because it bears such a small 
to the whole cost of the manufactured article- Other 
articles, such as household furniture and wearing* ix.pp*^tel, 
may be placed in this third class. There is no resi.^>^>xx why 
shoes, for instance, should become scarcer because tJxere is 
a greater demand for them; there could be no cliffiCTilty 
in supplying any number of shoes for which there xxx£xy ^ 
a demand. 

Very different laws regulate the price, and thex'ofoX'O the 
value of a commodity, according to the particulaor el cxss to 
which it belongs. We will commence by considex’’i:xxg the 
commodities included in the first class. 

The works of a deceased artist have already beexx. sbatcd 
to be included in this class. Let us enquire wlxsfh clotcr- 
mines the price of one of Turner’s pictures. The px’ico is 
usually supposed to be regulated by demand and. Bxxpply; 
but the words 'demand and supply’ appear to be sl xx ever- 
failing recipe for solving every economic difficult 37 - ; popu¬ 
lar writers and popular speakers seem to think an 

explanation based upon demand and supply must) Tt>o not 
only ve^ satisfactory, hut also extremely scientij&o. Tlie 
expression ' demand and supply’ too often conveys cxs little 
meaning to those who use it as to those to wlxoxxx it is 
addressed. If the question were asked, what regizl^ixtsoB the 
price of Turner’s pictures, the reply would not inxpx-olxably 
he made that the price is regulated by the ratio wliic'ii 
exists between the supply of these pictures ctxxdl the 



The (hum\H which reijutaie the Price of (\fin)iuHKfic{^\ 

(IciiuuhI lor tlu‘nu li- suroly tutisiho orrotuums t.os|)('a.k of' 
a ratio iH^t-wanai dotoand and .supply; (sinnoi siu-h 

a nd-io, for supply in this tsist* moans a, <‘i*rta.iti nuinhor of 
piotUH'S, a.nd dtunand in l ids i'ast* si‘(ni(ios a <losir(‘ (o pos ^ 
soSH a |)ioturt‘ It i.s ihort'Foro ajwurd tt> a-tiompt. to o.sta, i 
LUkIi a. rat.io bot.wi'on a. pi<‘{tir(' a.nd a. <losiro to possoss it,. ■ 
A raiio oa-u only <‘xisi. whon tho Iavo tldmy's <'oiupanMl nro ^ 
of iho sa,nu' kind. r)omaud is n,n itnhdinits^ t'Xprossiou ; ' 
ov('.ry odtn‘a.t.(‘d porson would Hko to ptisst'ss a. piotatro hy 
Turuor, a.ntl l.ht'roldn^ in this sonso th<' dmuami is altiiost 
univ(u*sa.l; but tho univorsality of stu'h a, dtunand ('a.nnot 
produro, nuu’h in <lot.onninin;j^ tho pri<‘o <d’a pitd.nn'; 

(^vary b<*|4;uai’ wotdd liko to hav(‘ a, dia-tnomh bttt a. jtnvolhu’ 
doi'S not. hu‘ this nsoson obtain a hiolnu” ])jiot' for dia,monds. 
This obvious a,inbi‘;'^ily ro«»;ard to tho inoanin*,*; of the' 

'wonl (h'lnand has !aip«n%;{o<l t<» politioal ootmoniists tJio us<' j 
oftluMonn 'otlbotiial d<snand,' It. is ititomh'd to donuto ! 
by ibis t'Xprossiou tho thunand whioh is oxortoil by those* | 
who ar«‘ not inoroly do:iirous to po.s-a'ss .'-ionn* paiiicndar; 
ooinniodity* but> who also hsAf tlu' n'ipiisitt' nnsans to pur-i 
(•ha.S('. it. ddds (lotnatnl is tho otdy ono whioh (’an 1 h' oi' 
‘A'dttuil in produoitijf a,ny iidluoms' on prioc's. Altlumph 
th('- ('inployinont of tho word.*; '(dTootual d{*nuind * rooo*'; 
ais(‘S a» n*a.l diiliotdtys y(*t- tho diili(’ul(y itsidf oontintios tn 
n'lnain unsolvod, for it oannot, bo said (hat. tlu’ prio** td’ ate 
artiolo is r('}pdadod by tls’ (dliadtial doniand l(tr it, sims' a 
luomont’s (stnsidoration will ohsaily slunv that thi'. i‘(rootu;d 
(h'luaaid hu' nu artiolo varios with and dopiSids upon its 
prio(‘, ir dhirtn’r’s piottire’s (’ould la* ptirohasod at tt-n 
|.;'ulni'a.:i oajdn thort' wandd la* a. miioh pp'oator doniaanl l(a’ 
tluuu tha,n if tho saino pi<’(un'S roalist'd a- hundrist •piinoas 
(S'Uth. d'lu' (‘trootual (h'mamh thorofoi’o, varios wbh tho 
pi'ieu'; an adjust ujont takos pla«’(% tho prioo tdtinnat(d) 
hihuo’stadi that. th«* ('floedtial domand wldoh la'sttlts fnuu 
it will b(‘ satisfu'd by tho supply of iho artiolo in <pn*:4}tun 
Jfono id'd'uruiu's plottiros wa’U* to 1 h' sold, and throo iudi* 
vidiiaJH, muiu'ly A, 11, tk woro oarh willing in givn 
guinoas for it, tho ofh'otual ehunand ibr tins pioturo, whtui 
its prints is Idhh) guintam, would bn miiniiuHily griiitiU' 
than tlio supply; for at ihia priot^ thrnn porsniw havn a tin- 
maud for (uu' nrtioh*. If A and !» nrt^ oatdi willing b» givt* 
l/AH) giuiu'as fbr this pioturn, hut (1 will nut givt' 
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much., the effectual demand for this picture, wlieii its 
price IS 1500 guineas, stiU exceeds the supply. A.gain, 
suppose that A is mllmg to give 2,000 guineas for the 
picture, but that B will not give more than 1 900 ; the 
price at which the effectual demand will equal the supply 
may then be any amount between 1,900 and 2,000 suineas. 
The price, however, which this picture might letually 
realise depends upon what has been aptly termed by 
Adam Smith the higghng of the market. Since B is ivd- 
ling to give 1,900 guineas for the picture, but no more; 
and since A will not purchase it at a higher price than 
2,000 guineas, the picture must consequently sell at some 
pnee between 1,900 and 2,000 guineas. If A had certain 
Imowledge that B would not give for the picture more 
than 1,900 guineas, A would probably offer to purcliase it 
at a price slightly exceeding this, and at this price he 
would no doubt obtain the picture. If, however, the 
owner of the picture knew that A would give 2 000 
^iineas for it, rather than not possess it, he migh.t pre¬ 
tend to hesitate about seUing the picture to A, and might 
ultimately succeed m inducing A to offer 2,000 guineas. 
Dema,nd. and supply, therefore, determine within very nar- 
ro’w limits the price of all those commodities whieli may 
he classed under our first division. The price wHich is 
actually realised oscillates between these narrow limits, 
according as the vendor or purchaser has the most skill 
and knowledge of trading operations. Hence it appears 
that the ppce of all those articles yhich are classed tinder 
GUI first division are regulated, not by a ratio between the 
demand and the supply, hut by an equalisation of tlie de» 
maud to the supply. The notion of a ratio ought there-* 
lore to he discarded, since it is not a ratio, but an 
equation. 

A further question may now arise. "Why should A he 
willing to give 2,000 guineas for a picture, which DB will 
P^^l^se at a greater price than 1,900 guineas, aud for 
which C will not bid more than 1,000 guineas ? A., it is 

said, considers the picture worth 2,000 guineas; but this 
is not a sufficient explanation. Wby does he plac© this 
particular value upon the picture, whereas B and C place 
a less value upon it ? A further analysis is conseq[uently 
[ required. Value is composed of two elements, and these 
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The CanscH which retfuhtic the Price offhmvuHlifm. 

two (‘loiiuui(-s r(‘S|>('(*i,iv<‘ly a.rls(\ lirs{,ly {rotu tlu', us(^ wl\i(^h book ut 

tlie individual may ha.v<> (or tin' a.rl.ioi(% ami so(a)mily, IVom 

tlm diniaully la^. may haaa^ in (d)(.a,iiuu5^^ it, Tla^so (wo <do..- Ah^ite 

mont'S, wliicdi ara (,h(^ (’ompomaits o(’ valuo, may symho-.. fcilitif and 

liscul'ly tlm. hdita's U and IK U i.s .snpjxwod (o si^’uily ^>f 

va-lius as <l<‘pondin,‘;'upon ut/diiy, and I) sio'uidos vali'm as 

(ltipimdin,i»‘ <ni tho dilHouIiy of’ aitainnnad.; holh ol' l.lu'sc'. 

ckaiuad.s must a.hvavs l>o, prosimi. whom'vor an arlmdo has 

an (‘Xt’lian<j;H', vaJm\ No (’omnuHlily (’an ho mon' (\sson- 

tia-lly ns<‘rid tha,n waior, yt'(. wat.tu' has mnaa* atiy (‘X('ha.n‘ 4 (' 

vaima unioss (hon* is jumu' didhadty in oh(a.inin*»' it. It, is ^ Thvfird 

tnu^ tJiaJ. in laryo towns walor has an oKoha.no'<‘ vaJms n.nd ' 

it is (’.ons(Mju<‘n!ly .s(dd at. a. (’ortaJn dohniti^ pri(‘i'; in tJiis i 

case, lnnv<‘V<n\ tin' ('lonu'nt I) is pn'sonl*. for in la.rs^n^ towns ^ 

thort', i.s a, dilVuailty in ohtainin*^^ wa4<'r; (ho sponta-mams 

supply whi(di naitna^ providos s«)oni ht'oonu's oxhaai,st.<'d^ 

iuul wa.for has* at a. ('onsidorahh' outlay to h<‘. brought 

from ai distams'. On tin* olhor hamh no arti<*U‘ (’an ol)- 

hun i’xrha.ngv valm^ utd(’ss (In' (‘h'tm'ut U is pr('S('nt; 

HintM’ dilli(’ul(y of a.tlainnn'ut will not mako. an arii(do 
vahmhha unlos*s it oilhor ran sorv<' sonu' praoti(’rd usi' 
orgsatify sonn’ dt'sins A prot’ious atom', siu'h as a* rtthy, The m^Mul 
is prized as an (nma-mont; it thoroforo has* its use, hooauso i^ijhreme 
it S(‘rv(‘S (o gratify a, dosiro. It is. g(‘noralIy said that: 
ruhios an^ very vadtiahlo, hoi’auso (hoy :\\v so v<'ry diirnaiH, T 
to ohlain; hut if, in (’onsocpn-nro of a. (’han“;o in fashion I 
orla.sti', (hoy slnndd (no’r (’oas.o to ho prized as ornamonts, i 
they will (lion have' no vahm at all, altlmup.h it. mipjit. hoi 
just as diilii’ull (o find a ruby as hofon*. Ivoth tin' oh*^ 
jnt'iits 11 and I) must, tln'rofort' oooxis*t in (‘vorv arlit'h' 
whiidi hasi (’Xohanyy vahio, for an artit'lo, howe'vor (UiVnadt 
t(Myhl.a,in, (’an have' no value' uulos.s it Is oapahlo (‘itht*r of 
Htipplying sonu' want, or gratifyinp; amno dosin'; on tin' 
otln'r hand, no artit’h' (’an pos*se'ss» o\ohaug(* valuo, if it 
can h(' olUainod withtnd. ditlioulty* ajthough t(io a.rti{’lo 
may ho of prime' m’oossity. 

It is nol. possihlo h(*for(*hand t(^ pn'dit'ulo In wiuit pn^« Th^ fwr 
portion th«' tavo ('lonu'ids U ami !> may otunhim^ to form nmyhedr> 
th(*. valth' or pri(‘o of any parti<adar (’omnuHlity, In nlnumt 
oveay cast' tho price' at. wlnedi an indlvidtud purchasos a, httfh of 
commodity n'pre'.'U’nts in value' endy a vt'ry Humll {aniion ^hemek^ 
of tln^ us.i' ter advantages which ilm possiSiMitm of tin' 
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juiio.lt' (u>nrers \\\h)U lUo itHlividtia.l who purcbases it. A 
|H'rson buys a, (‘oad for ihnH'. ))ouu(ls, because at this 
prices n cmi of (iu^ quality \\o. nupiires is offered to hiio; 
but, ihr(H‘, pounds does not. r(‘pr(\s('ut, ihc; use "which tho 
p(‘rsou wlio jrurehases the c.oat (Uu'ivt^s Iroiri it, for if 
luul the Vuouey he would no doubt, yive thirty guiiioas, 
nuJu'r tluui bt‘\vit.hout a. coat; t.lu'nh'ore, in this case, the 
(deiuiuii U ouly (‘XiuinS a, small portion ol: its ■wliolo force 
iu dtd.ermiuiug tlu^ price of a, <u)at. The price inS in tills 
case .Mlmosi, euiir(‘ly r(‘gula,hMl by D, or, in other words,^by 
t.Iu‘(iltVuHdt.y of obtaining (lu^ ('.oa,!,. As, however, 

Vi marloMi, II, aithovigh only pa,rt,ia,lly operaiivo, can never 
In' culirtTv a.hs(udu 

'Tht' i'xaniple jnsi, cpiot,(Ml illust,ra,i(‘s the manner in 
I whieli th<‘ t.wo elenuuds U a.nd D (‘oinhine to produce 
I tin* pri(‘o of a, eoininodity, U is in (aidi aimost inva.rin.hly 
jcidy partiaily op('rative; this is llu^ gtuuunl rul(3, for liic 
Unise may lie Vegas'di'd as a very voro <^x(Hq)tiou wheu^U as 
I well ns b both uxert their full iullumu’e upon the prua^ of 
an ai'iich*. WluHi saich a. (‘.as(^ do(*s oe.tair, the purcba.stu* of 
I a (HHiimodity is ipTuh'd, iu t.lu^ pri(‘c. whie.b be offin's lor it,, 
l:;(st'lv aud eiitir(‘ly by t.lu* eouHidiuHition of tlu^ use he 
!t‘xp(H‘t!; to diH’ivo IVom tlu^ Jirliehs This ea,n only lin.ppmi 
, wluHi till’ supply of a, (uimmodity is a,bsolutely liniited. 
gfo <‘xp!ain this still furthm*, h‘l us revert, to our original 
(‘\auiph% which suppos(‘S t,ha,t tinxH^ piU’sons, A, .B a,ud (Jj, 

, aix’ onidi' anxions to pm’cha,si‘. some pa.rl,le.ula.r pietaire by 
[Turmu-; (I will not, give more'. tha,n l,rd)0 guiiuais for it, 

1 h not more than I TOO, aaid A ultima,h'ly purcbasiNS it at n 
- pritv betwiam ITdO and :2,000 guineas. With r(\gn,rd to 
and Ih 1,500 guimxis and 1,000 guineas represent the 
Usdiu’ in iuus whieh 0 a,ml H r(\spee4ively place up(>n the 
! pictunx ddiis, tlHHH’fonx is tlu^ mom4,a.ry yaliuy of the 
, clmumit U, aceordiug to the iudividun,! opinion of (J and 
j If In A’s (estimation, tlu3 vaiue of tln^ (dement II 1 h 
nnsati’e tor to him Urn pi(dure ha,s a, value of 2,000 
gulmsis. Ah IxTore rmnarked, the priiui which tho pio 
uiro a.ctnally nudises will he some a.mouut belwcicn 1,000 
ami 2,000 gnim'UH, biuause if the prie.e sank hehAv the 
lidcrior limit, (here would la^ a greater dema.nd toi- thc3 
pi<4ur(^. than the supply; If the jirme exceeded tho supc- 
Irior limit t.he dmuaud would (.mlircdy cease, hccaii.sc this 
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supt'.ritjr limif- 11 m‘ I{*?;(. valu<’ in who pliuaul 

iipoi) Iho |)i(’tuiv by ilu' \nw'Hnn who is laosi anxious l-o 
p(Kst‘HH il.. ix'oapifulattx i-lioroiort\ li. may la' Kta.hal, 

that tlin followui''’ priuoiplo ri‘yyilal«'S tin' prior of all 
thost^ <‘nnuu(Hlili('M whoso supply is ahsohHi'ly iiinilo<h 
Tlii‘. (luinatal dopomls upon flu' prio«‘; {ho pri<v nni:;( la* 
such (luit. llu^ (h'luand will oxaolly oipial tlio supply. 

Tlu^ va.hu* in ust* whioh an itulixidiial tuay *happ<*n 
to S(‘t upon sonU‘ paiiiotilar arliolo is lho *ri*,sult oj' 
varintis moliVi'S, whioh it i.s almosi impo;;sihlo Uy analv.-s*. 
ThuH io ono ijuliviihial. A, llu* valuo in uso of tun' of 
Tumors pioluros is ‘piiuoas, for A would ralhor 

givo this sum than ho withotil {ho pii'luro, 'To how- 
oven llu* valuo in uso of llu* s.anio pioluro is only 1,1)00 
guiuonsx It is ijuiti* o\ition{ that various inofivos mav 
mtltUH^ a. gnsitor valuo in uso to la* aftl'ihulod ti» ihu; 
pioluro hy A than hy I’»; A may la* a. wtstllhior man 
than \i anti monoy nmy o<m-;tM(ut*n(ly not ho of ;.;o uiuoli 
iinpnrtanoo to him. A may porhaps al ;o havi* a* .supoj'ior 
ta.s(;o for art. whioh tnakf,. his approolalion of a, painlim; 
gr<‘ator than (hat o{’ It A may al;a> ho inllm'nood hv w 
hujH* of futuro p;ain, sanot* In* tnay oxpoi’t |i> r*oalist* oon 
mdi'nihlo snm.'i l»y pyantiny, pornu:.;4im to havo tin* pio 
turn- t*ngra,vod, or ho may Ihinh that aftor a. tow voars. 
liavo olapsod tin* dmuiinl idr tin* works, of tin- partjotdar 
artist may so iniu'oast* a,; proatly to (‘nhmns* tin* \alm* of 
the pioturo. In oviTV oa .o, a ‘U'oai warioiv of ino{i\o; 
0p('rn(o upon dlfldront individual. in dftonidtdm^ tin* \ahn* 
ill usi'. whioh t*aidi may plaoo upon au\ paitit'ular aitiolo. 

Tin* artloh's, tho suppl\ t»f whioh is ah'.ohitolv Imdfrtk 
am so low in numhor, tliat it may hi* thon;dit that lln* 
ahuviM'xaanplo has ht*on i.o«t mlmitoly iu\o;.tj^ssird. ft 
liuwi'Vor, sonn'wha! ouriou.s that thoso prinotpirs af non- 
liuudo si’ionoo wluoh aro appaimti) tin* nnr.i simph* am 
tiHually lri*a(od with tin* yivatou tdt.t'uritv, Wuh fow 
oxct'ptions, polilit'al ooumumst.; havo failod oloarlv to ox ■ 
plain (ho priuoiplos wlmdi myidato tho prit'o id suoh a 
counuodity as tin* om* just ouu adswod. 

In tho suoooodinp, ohapior tin* oan;a*s will ho anatv'sod 
xvluoh do0*rmiuo tin* prior of (lioso oomuiotiitios oomprisi'd 
iu ilio Hooond of tin* throo t*lassos proviuusly omunorntod 
at the oommonoi*mont of this rhaptor. 

r, M. 
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I T is desirable to devote a separate chapter to the 
consideration of the laws which determine the price 
of agricultural produce. In all questions relating to price, 
a broad distinction must be drawn between agricultural 
and manufactured produce. As previously stated, an 
increase in the demand for the former usually causes an 
advance in price: whereas the supply of manufactured 
commodities can be, as a general rule, increased without 
producing any material advance in their price. 

Many causes make the price of agricultural produce 
vary from year to year. Our corn markets are influenced 
not only by the productiveness of the last harvest, and 
by the prospects of the next, but they are also sensibly 
I affected by the good or bad crops of other countries. 
Since so many circumstances cause a great fluctuation 
in price, it may perhaps appear impossible to establish 
any general laws with regard to the price of agricultural 
produce. It will ijowever be shown that the variations 
in the price of such produce, though constant and great, 
obey certain laws with strict regularity. 

No farmer will rent land unless he believes that the 
price which the produce realises will, on the average of 
years, suffice to pay his rent and all the expenses of culti¬ 
vation; a surplus must also remain adequate to remu¬ 
nerate him, not only for the capital he has invested in the 
•business, but also for his own labour of superintendence. 
When the farmer is fairly remunerated for his labour and 
capital he may be considered to realise the ordinary profits 
of trade. It is quite impossible that the prices in any 
^particular trade can permanently be so low as to prevent 
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onlinarv iHnng* rraliju'tl; iHH'uu.sr uo tra,(l(a‘H 

would 1)(‘saiisfuMl iu (nuitinuo invt\slin‘C ilunr ('a.|utal iu a. 
businoss If inurh ainaibu* profits wtu'r roallsoil iVoiu Uus 
busiiH'Si^ fVoiii oUuu's. b'rom thorax <’on:iid(*ratiotio 

the follow ill;,'' priuoiph‘ may ho thaluood. the ju’iet* of 
agricndtural prodtu'o ho ou<’h aa will onahlo fanuora 

on fh^' a-Vi'rayc'. of y«\ara to roaJiao tlu^ onluiary proliia 
of ti’a,<h ^ 

'File profit,a of tin* faiamu* havt* uhiwa^ hoon thaanahotl aa 1%}j nre 
tin'surplus whioh nauains wlu'U all fho expousos of (ndti | 
va,tiou liav(‘ hoou <!ofluoioti freua tin* pooauiarv valao of 
the annual prothjoo of a farnn d'hoso i’xponst'H itndmh* vdinro/ih^ 
rent, the wap,os of lahotjrora, tho ptirohaso of mav Im - 
phanotiis, tho woar ami toar of old iaiploinouts, tho hns 'nuaiLj^hi 
whirh arist‘s from tho ordinary oasualtio;i to which live nut, 

Hi.o(’k is liahh', An*. It^ must, ho, ovhhmt that any (\auso 
which ineroa.'io.i (h,o farinor’n o\ponses nmat dimiidsh Ida 
profits. Stippusi' th(‘ avor;n*t‘ animal valuo td'iln^ product' 
raised from a, farm i.a "ht)iH)/,. and that tin* oxpon:a‘s t)f ('ul- 
tlvatiou arc l,oOtl/,, tin* fanmu' havlupt to jjay otH)/. in 
nmt, the wape’.'i of his lahourorr*, and tho riutiaininp;! 

%){)!. hidnp’ roqtdred hu* various other uceoasary ovpcuso;:, ! 

Hindi as fho purchase* of imphammts, e,^t\ Ui'duotinp' tin*! 
l^aOt)/. from tin- which is the annual avm’apo value • 

of till' prenluco t)f the* fariiu it is ovide*nt that the hOO/,, 1 
which jH'inain wotdd ho tho farnmr*;; piadits. Now h-t it , 
be furtlu'r nsraumah that this htltJ/. i,-; a. fair r<nuum*ratton ' 
to i-ln‘ farmer tor his oapital ami lalnmr of :m|Hainlond 1 
encm ( on.*:oquontly, wln-n Ida pisdits nro otH)/., Inmnay ‘ 

Ik* consielois’d to roaliso the* iuelimuy predita (jf tiaeh*. In 
this east', tin' prioos ehdalnod fur tin* proetuoo oau^«* o\'t*ry | 
thiup to hi' In a, stHit* of peuiVot adjuatmout* It, hovvovor, 
fnNjuently liappomn that tho rout of hunl in tho eourso of 
a fow yoars eonsidorahly rises, lad, tin empdiH^ wliiif. will 
(H'eur if tho rout of tide farm is inoroir.od from dt)0/, to 
7(H)/. a. yt'ar, whilst tlu' ptit*o i>f aprlindiural proilueo^ am! ' 
iln^ expoiiHo- of cullivatmp the farm^ rotiiiiiti unrhfin<(tsL 
This inenaiHi' of roni wtmhl rodueo tlie fariiiiirH prtdita 
from 500/. to ; Inti it has been idntvo ai^HUtiHiih that 
when Idm pridlta we^re* 500/, ho oldatnod mi more than 
tin' ortlimiry reumm'ration hu’ Ida eapitnl and lahour of 
auin'riuti'Uilenets lie eoiiampiontly rmtivoa Iohm tlmti ilm 

y a 
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ordinary remtineration wlaerL Hs profits are reduced to 
300Z. He therefore virtually cultivates his farm at a loss, 
because he would secure a larger income if he applied his 
capital and energy in some otlier business. TJnder these 
circumstances, farmers would be induced gradually to 
leave their farms, and the land would be thrown out of 
cultivation. But as it is necessary that the people should 
be fed, the land must be cultivated. It may therefore be 
concluded, that neither rent, nor any other items of the 
expense of cultivating land, such as cost of labour, can be 
increased, unless the farmer receives a compensating re¬ 
muneration from a rise in the price of agricultural pro¬ 
duce. Let us now, however, revert to Ricardo’s theoiy 
of rent, in order to understand how a rise in rent is 
produced. 

This theory describes rent as a price which is paid for 
the use of an appropriated natural monopoly. This 
monopoly arises from the fact, that the supply of fertile 
land which can be brought under cultivation in any par¬ 
ticular country, cannot be increased beyond certain limits. 
The difference between the rents paid for two different 
farms represents the excess of the pecuniary value of the 
one farm above' that of the other, whether derived from 
greater fertility or from superior advantages of situation. 
The land of each country varies so greatly in fertility, that 
every country possesses some barren tracts which are too 
poor to be cultivated, even if granted rent free. England 
has soils of every degree of fertility, from the bapenness of 
her Yorkshire and Devonshire moors, to the rich luxrtri- 
ance of the Sussex wolds. There will consequently always 
be some land which may be considered to be on the 
margin of cultivation. Such land will pay for cultivation 
if let at a merely nominal rent. Hence Ricardo’s theory 
of rent defines the rent of any particular land to be the 
pecuniary measure of the degree by which it exceeds in 
productiveness that land which is just upon the margin of 
cultivation. It is evident that the margin of cultivation 
descends as the population of the country increases, ^ for 
it becomes necessary gradually to resort to less productive^ 
land, in order to supply a larger demand for food. But as 


1 The epithet “productiye” here includes fertility and ad’^antages of 
situation. 
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tlio of <uilUva,iu>u, tliwaanls, natls uuisi, risi^, ha- 

CiiuS(^. as U'ss pnnluciivi^. laaid is hnai^^^hi malar iilla‘;‘(% ihc 
gTCJitUa* will h(‘, iht^ (lirianaiaa l)(*iwa<m tlu^ praduaa I’niiwal 
iVoni any partiaiila-r la.iul a-ad worst laud undtT <'ulti. 
vatiou, and nnit may la^ n\i»’ardod as tJio )aaniniary uu'a. 
suriM)!’this ditronnus^ I'ho \voi‘st- la,ml, howt^vor, whitdi 
in (udliva,tion a-t a,ny pa.r|.ioula.r tinua will only just hoar a 
]K)iaiua.l rout,, a.nd doos no moia^ lhan jadauii tlm ordinary 
rah'» ul’ prolit to I ho. farinoi; for his lahonr and onpitah If, 
ns |) 0 ))ida,tion inonaasi'S, it is inH'ossary to hrin^j;' still worso 
land iulo <Mdtivation, it will Ix*^ manifc'sily iinpossihh^. f.o 
till this la,ml t'Xi’opt, a,t a. loss, unh‘ss a, ris(^ lakos plata' in | 
tli(^ prioo <d’a<p‘icultura.l pnuhna', H(m<a» this primaplo. is 
(^slnhlishod (.ha,t. (,ho prioo of aoa’ioullnral procInro must, ' 
always ht^ suoh a.s will tnia.lih* tJn^ ordinary ra,to of prt»fit \ 
f to 1 h‘. ohta,in<‘d from (In' worst, land in cadiivation, whioh fumt 
])nys a, nnu’cdy mnninal nm(.. 1(, cnn Ix'. csasily .slnnvn, 

from this proposition, (ha.t, nad, is not a,n ohummt of tin* 
prioc^ of a<p‘io\dt,ural proditoc'; or, in othm* w'ords, c'orn and 
food wmdd Jiot, ntaa'Ns.nrily 1 h' <dn%apor if vxrvy farmorV^ ; 
nait, in Mup’la.iid Wcu'o rtanitl-cal for a, torni of yimiri ddiis ^ 
l)a,s aJwayi? apponnal n. mof.t starllin‘:[ paradox to tlmsi'; 
who arc'. unacMpiaintcMl with pcditioal ootmomy. I 

Lot it Ih' assnnnal that <‘V<*ry farnnu’ has tin' nmt of 
his farm nanittcal tor tdu' moxt thirty ycsirs: all tlu' laad nm m^f 
oult.ivatocl wotdd tlnm ht' ront tVcs'. ddm‘ cpicsst/nai ari;,rs, 

Would this (dian ‘40 pnxhtoc' any offcad, tipon tin' jtrioc^ of 
a,^’ri(‘ult.tn’al product'( d'In' <(tuan(ity td' ayrlt'ultural pro« ao'*#/nm* 
ducM' rc'cjuin'd, iti any particadar connirv, is not affootc'tr 
ly tin' annmnt of ront paid for tin' nso tif lamh If. tlnwr j 
ft)n\ all tilt' latnl td' hnioland wtus' tnach' ront frt'o^ tlu'ri'! 
woidd he* no rc'nstm t.o sstpposo iha4, t'iilu'r nnua* or loss 
a-riotdt.nral produce' wejtdel fa' ('ousnnn'd tliate whoa tin' 
irosimt rt'nts wc'ih^ t'har'p'd hir latnl. ddn' sattto artaa ttf * 

and wouhl (In'n'fon' liawt' tu ht^ oidtlvah'd ; iht' ttmr^in 
(ud(,iva.(icm wonld m'itht'r nsot'ml norih'sot'mh That latjih 
liowc'Vor, wlioHt' fort illty is sntdt as let phus' it Jnst ott thu 
umr^'in <jf <*ultivn,tioit, pnhl nttna'ly a nominal ront In'ftuai 
ih<‘ HUp[»os<'d ohn.n< 4 <' was ititnulucod whitdt miuh^ lattd 
rout frc'ts ddn^ prints, of u-^^riomltnnd procUn't^ was, prrvitms 
to this ohatiot', snoli ns ht t'ualdi' ilu' farmer In rtsilist' iltc' 
ordinary profit of tnuhi ttpon iltis huul; tliu huul would 


ikhjk itu 
<!tt. ut. 
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not, of course, continue to be cultivated, if tlie px'ico (rf 
agricultural produce was not sufficient to enable siicn 
profit to be obtained. But even if all rents were remitted 
it would still be necessary to cultivate this particular land, 
because there is no reason to suppose that the country 
will require less agricultural produce than before.^ Hence 
the price of agricultural produce cannot (decline in conse¬ 
quence of a remission of rents, since, if such a decline in 
price occurred, much of the land which was previously 
cultivated at a merely nominal rent would cease to return 
the ordinary rate of profit, and would therefore be thrown 
out of tillage; but this cannot take place, because the de- 
I mand for agricultural produce is as great as it was before* 
Hence if all the land of the country were rent free, it 
would not necessarily follow that the price of agricultural 
produce would be reduced. It may therefore be con¬ 
cluded, that the price of agricultural produce is not af¬ 
fected by the payment of rent. The price is really deter-* 
mined by the demand for agricultural produce; because, 
as the demand increases, it is necessary to resort to less 
productive land. As the population of a country in¬ 
creases, the demand for agiucultural produce Irecoincs 
greater. Hence the price of agricultural produce tends to 
rise as the population of a country advances. This rise 
in price may be counteracted in the two following ways:— 

1st. The introduction of agricultural improvoments 
may supply a country with an increased quantity of food, 
without extending the area of cultivation. 

2nd. The increased quantity of food required by a 
country whose population is advancing may bo supplied 
by foreign importation. 

The effect of the importation of food, either in reducing 
or keeping down its price, will be fully explained in the 
chapter on international trade. The last few yea.ts have 
afforded a striking example of the influence produced by the 
importation of corn. Since the repeal of the corn laws a 
very great increase in our population has taken place, but 
so vast have been the importations of corn, that tlierc lias 
been no material rise in its price. The introduction of 
most important agricultural improvements has been no 
less effectual towards meeting these increased demands for 
food. Drainage has produced fertility, where before all 
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Zvi uscIi'SS strrility. Muivovcr. lu-w a;yri<-ul|.iir:il iiupla- 

mente, H'K’li 111'-.V'l' no 

miW> i') ('r'ltuiiuiiw la'iatir, that, laml which will not, now 
y (,i, li,. cultivatiMi may he mmle to return a. iviumiiv- 
niiVO prulil, withmit a.iiy riai' lii the price <h‘ ayricullural 
tiVk1u<-(*. Ii> Ihe aha.mcc, theivl’orc, nf agricultural un ■ 
iruvrineuta, ii may he aai.l that the price of a;;ri.mllural 
riroihice is (letermine.l hy the estciit. tn which the .Imuaml 
for it. lia.s 1.11 he satislieil iVum the auil ufthe cuuiitry ii.-clf. 

'IJ’'|,li<> impiirtation uf limil iluea nut Keep pace with Ihej 
inorcasetl wants (if au ailvmicin;;' pepulatiuu, the price nl'l 
aimcultnral prmluee must, inevllahly rise. | 

"'I'he price uf miiiiu;', pruituce is reeulal.cil hy I a,ws very 
atnilueims te t hese which ilelermilte the prlei-ef a;4rieul 
tnra.rpr'i(hice. Mineral ih-pesits vary in richness, in the 
Hame. manner ns laml varies in fertility. Seme mines a,re 
iimre expmisive to work, ami less a.l\anlaecmtsly .siliialea 
than others; ju.it in the same way as laml may he inemi 
veniently situateil, heenuse rmimtc frnm markets. Sup 

poKe the prii.f iron heelinei! one half; a, p;reat numher 

(if the evisline iron mines wmihl at. (nice msise to ret iiin 
any pmlit, n.nil couhl not he workeil (‘\cept, at a very emi 
siiierahle less. lint people will not continm' investin;; ! 
their eapllal if they cammt realise upon it an mhspiaie i 
prolit, aixl Iherefoiv such a redmjion in the prii’e of iron | 
vvimhl' ea.use all the least, productive mine:; to he .shut up;. 
t!m supply of this metal would cous.apmnlly he .pcally t 
iliniiuishcd. If this dimini.shed suppls sulliced to sali .ly 
the ilemaml, the reiluciioii in price inipjit he pcrmauciil.: 
Jlut if the demand was in excess of the supply, a li .e ' 
in the price of irmi must, lollow, hecatrie, without :.ueh a, | 
riHc, no mleipiale imhiceiueut could h(' ottered to im'i'case I 

the. supply hy risiptmiu'; those miui*s whii’h a i(sluetmn ut , 
prha* had eauseil l.o he closcil. It thtuadore appeals, that, 
the Mupjily of irou wliieh is lortlieimuin; at-any paitieuhai | 
time depends upon tin* price whhdi lids metid real! ■('.'«, | 
heeauae the price delermines what mines eau he woiioal j 
at a prolit. 'I'he Ihllowtno mijnslmmd. must therefore take | 
nlaee: the demand varies, (■(ip'rh; /mn'/nw, inversely with j 
the price, for the preater ill the pi'iee tie* leas will h(‘ ilm I 
ciemand. On Ihe other Imml. however, the supply varies , 

directly with t-lie price, heemme the preaUu' the prier' j 
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the greater will he the supply. If the price is too 
great, the'supply will exceed the demand; if the price 
IS too low, the demand will exceed the supply. The price, 
therefore, must he such as to adjust the demand to the 
supply. When the price reaches this point, it is in a 
position of equilibrium. 

_ It is no doubt quite true that there are constant varia¬ 
tions in price, which prevent this position of equilibrium, 
being continuously maintained, but this does not lessen 
the importance of ascertaining that such a position of 
equilibrium really exists. The discovery that the planets 
move in ellipses w'as justly regarded as a most important 
sciGntinc trutb, and tlio importancG of tb© discoV6ry wn»s 
not diminished, although it was afterwards proved that the 
planets are constantly disturbed from their eDiptic orbits 
by a great number of small perturbing forces. The elliptic 
orbit of a plauet may be regarded as a position of st^le 
equilibrium, because, as the planet is disturbed from this 
position, a force will be generated to restore equilibrium 
and the intensity of this force, if the disturbing cause con¬ 
tinues, will so constantly increase, that in the end it must 
prove effectual. In a similar manner a position of stable 
equihbnum is defined, when the 'price of iron is such as 
to equalise the supply to the demand; the price does 
constantly oscillate about this position, but these oscilla¬ 
tions cannot exceed certain limits, because an agency is 
generated, as in the case of the planetary elliptic orbits, 
to restore the price to its position of equilibrium. The 
pi ice so determined has, by Adam Smith and others, been 
termed the natural price. 

As we have endeavoured in this chapter to explain the 
manner in which an increase or a diminution in the de- 
mand for agricultural and mineral pi’oduce causes a rise 
or fall in price, it may be necessary to point out that an 
alteration in the demand is not necessarily accompanied. 
5^^ alteration in price. It will not be 

difficult to show that it is impossible to lay down precise 
rules as to the effect exerted on price in any particular 
case by a certain alteration in the demand. Thus it may 
sometimes happen that a rise of 20 per cent, in the de¬ 
mand may produce An increase of price of more than 40 
per cent., whereas it may also happen that an increase of 
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2()p(M’eM'ui. ill ih(' (lomruul tuny evinilo im of not tiu 

more than o or 10 yor (amt. in prir(\ T\u^ (‘Xt.tnit i.o . 
whioh i'ho prica' is aritahtal ohvionsly (Irptnuls upon tin' 
diffiiailly of niootin!»" (ho inrivasi'd dninaanl. If, whnn nnwiu. 
nion^ oorn and <‘oal aro riMpiinMl, tin* additional <‘orn <’an pnW not 
1)0 gTown on land noarly a;: prodinhivi' as iJiai jin'viously Athraipipr^h 
cultiva.tod, a.nd if (ho additional <’na.l (’an ln’ohia.inod by \ 

•workiiiij,' s(‘a.ins laO :diy(htly nunv ('xpiaisivt* lo work, (In’li \ rvntnrinfjic 
il) is < 5 vid(’nt tha.(. an iinavasi' in (In* doinand may ^^niotioL 

a luuoh loss than a. proportionato in(n’oa,S(' in pri<’iy As 
S('>()n, hoVt'i'Viay as it liocoino:; no(’osr,ary to n'Sort. to nuudi 
less prod not iv(^ souns’s of supply in ordor to sa,lis(y a n 
inc.ri'asod d<’tnand, tla'n* may thon suddmdy ooour a. riso 
ofpritM^ whioh may ho ont of all proportion Oj tin’(’xtra. 
dmna.nd. d’ln’ romarks wliiidi havo Just, boon mad(’ sui.*- 
gust a.n ('xplanation of (ho na’(*nt onsat- and smhhm ris(’ in 
tlu^ prion of <’o;d, Kt»r many yisin; tln’ro had bism a. hWnUrhf, 
stixnl}' inori’aso in tho' (hnnaml lor o(»al, ami yot. tin* oxt.ra. indirprim 
coal was produood withotb, onusinp; any important. ris(’ in 
its prio(s Thij; m^ doubt aros(’ {'rom tlu’ laot. that, t-ln^ 
additional c’onl ro«piir(sl ootd«l la’ obtained without iH’Sfjrt.^ 
to :u’a.ms whiidi wma* nmn' t‘\p(msiv(’ to work, and 
wii’hout prossiny unduly upt»n tho availabh’ supply of 
labour. At. lonyjh, Imwovmy thoihnnand roa(’hod a. ptknit 
wluai it. (’ould ntti. la* mot without rosortiny; to muoh loss 
prudm'tixs’ .soun’os of snp[dy, Uropta* shal't;; had to l>o 
jsuuh, thinm'r soanm had It* ho worlnal, and ooiruspiontly 
thorn was a. rise in tin’ prioo ch* (’oal ;adli(’l(‘nt to pro-{ 
vid(^ (’tnnpmisation for this. p;roali’r (soU in proiluoiny; it. [ 

Anotlau’ oir(’umstam’(’ was also broindit. inti» oporation to j 
im’n'aso tlu^ I’ost. of obtaininy ooah Winm all tho work 
iiU'U in any partiotdar industry nw «unploy<'d, tlu’ro are, 
iu the aJisonoi’ of improvod nns’hnnitsal applianoos, only 
two wayom»r imassasin;'; tin* supply id' lalmur. In tlu’ first 
|)la(s% those who are already omphnasl iu tho -pailbrnlar 
nuhistry may 1 m* induo(*d to work a ppoator numlHu^ of 
hours a day* hy ilu’ otlbr of hiydn*r waye*-'*. ‘U\ S(*oondly, 
labour may la* lmport<Ml from other indmitibn-s It is 
evident.* whiolu’Vor (*«Mir.*io is adoptisl* that a. rise in wHyoH 
nuist (‘irsm*. It has, howovau*, hmui ,sln)xvn that, (he nsnmt 
great ris<* in Hm prii’o of eon I is to la^ irttrlhutod in n far 
grealoritt'orun to tlm inereasisl euit yl* i?oal| than. 
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^ "wages of colliers. From tlie evidence 

—1/ whicli was last year given before a Select Committee of 
the House of Commons appointed to investicrate the 
causes which had produced the rise in the price of coal, it 
appears that not more than one-fifth of the rise wlai<3h has 
taken place is due to an increase in the wages of colliers. 
The increase in their wages will not account for a rise of 
more than 2^. a ton, whereas the rise in price at tlie pit's 
mouth has certainly not been less than 10s. a toxi. It 
therefore follows that four-fifths of the increase the 
price of coal has been added as extra profits on all 
the coal obtained from sources of supply that wei'e 
previously worked. As the annual production of coal 
in this country is about 120,000,000 tons, the amount 
of extra profit thus obtained by the owners or lessees 
of coal mines may be estimated at 40,000,000?. a year. 
It can be scarcely necessary to point out that this 
Great 7mr>- price of coal has imposed as real a burden 

den thrown upon the community as if the taxation of the countx^y had 
been increased by an amount equivalent to the difference 
between the present value of the coal retained for home 
consumption and its value before the rise took place. 
Tlie amount of coal used for domestic purposes in this 
country is about 19,000,000 tons per annum. Assuming 
that the rise in price has been 10s. a ton, the burden 
thrown upon the householders of the country is equiva¬ 
lent to tlic imposition of an income-tax which would yield 
9,500,000Z. a year. There is, however, this difference 
between the burden thus imposed upon the people and 
an income-tax which would yield 9,500,000?. a year. 
An income-tax is not levied upon very small incomes, 
whereas even the poorest person must hear his share 
of the burden which is imposed by a rise in the price 
of coal. It is also to he remarked that the loss which 
the community suffers from a rise in the price of ooal is 
not to be estimated by simply considering the uinount 
of coal which is used for domestic purposes. A xuse in 
the price of coal must ultimately increase the cost of 
producing manufactured commodities, and it will be 
shown in the next chapter that the price at which xnami- 
factured commodities are sold to the consumer dipp)eiids 
upon the cost of producing them. The nation may 
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obtain ono (•oinpnnsa.iinn for tln^ los.s n^suliiii*;' from a. 
rino in ib<* pric'o of aoal It rannot. bo <lonj»t<Hl (hab 
the ooin]>a,rat.iv(‘ (’lu‘apn(‘ss {»r (‘oal b‘tl to vory waato- 
ful int^thods of burnini*’ it., both for mannfat’iurio*;’ aial 
donu‘sti<‘ jHirposos. 'Fiu^ ro{M*nt. vvao m ita pritu^ baa a.l- 
ready rausod tin* adoptiiui of many (‘outrivaiu’os for orono- 
jni/anjLi^ n-a*. Aa p'robypata a|4’n*(* that. tho. a.va.lla.bb* 

BUpplioH of 00 a,1 in this {aaiafry aro by ao nit*a.na im*x- 
lianstiblo, it- ia t*viilont that, tin* pn*voniiiai of wn.sto is (d’ 
o-roat iinportaiuaa not (»nly to tb(iS(* who art*, now livin‘;\ 
but to fntain* nout*ratIons. 

With rt'oanl to tin* impcirtatit <|tn*stlon as to wbai. is 
lilcoly to bi^ tbo prit’o (d‘ c'oal in tlu' luinrt*, ii is (‘vidiuit 
tlaUi t^bif'^ in a. ip’oat. <lo,!p‘(*i* tlopmds upon <'tnisi(b’ra.t.ions 
%vlueb it is not within tbo provinoo of }nditi(’al (*oonoiny t.o 
invt‘sti;‘j;'a.tt^ Tho p*olu? 4 ist- and t*no‘itu'or. and not tin* 
politJnd oooiuunist, uiu:d. tloiornutu* what now supplii*s of 
coal a.rt' a,vail;ddo to moot, an inoroasod doniand, atul what 
junv ino(’banioat appliatua\s oan bo brouuiit into irso to 
no.ouonuKc* tbo ttso of ooal, anti to losson tin* eost of wtU’k- 
ing ndnt‘s it it. is notM*s!-ary t«t sink d<‘opor shafts, anti t,o 
bavt'> rocuiirstf to loss prtubu'tivo soatns. 
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I N this chapter the price of those articles will be consi- 
uGred 'wliich were placed in the last of the three classes 
previously enumerated. To such commodities the name 
of manufactured articles is given; because the name sucr- 
gests the leading points of difference between these com¬ 
modities and those the price of which was considered in 
the last chapter. It may be thought that no such distinc¬ 
tion really exists; a manufactured article, it might be 
said, is in one sense either an agricultural or a mineml 
product. A piece of linen cloth is woven from flax, which, 
is in every sense of the word as much an agricultura*! 
;^roduct as the wheat from which a loaf of bread is made, 
feince, therefoie, bread and linen cloth are both made 
from the produce of agriculture, it may appear that the 
laws which regulate the price of one ought to regulate 
the price^ of the other; and that, therefore, those laws of* 
price which were enunciated in the last chapter, with 
regard to agricultural and mining produce, will equally 
apply in determining the price of such a commodity as 
a piece of linen cloth, hut there is this distinction: the 
value of agricultural and mining produce is almost entirely 
derived from the value of the raw material; whereas the 
value of the raw material from which a manufacturecL 
article is rnade only forms a small portion of the entire 
value of this particular article. The reason of this must 
be manifest to all. Before a bundle of flax can be woven 
into a piece of linen cloth, it must pass through many 
different processes, carried on by many different classes of 
labourers. Not only must all these labourers be remune¬ 
rated, but the employers of these labourers have advanced 
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capital and invested money in expensive maclunery, 
and for all this outlay they must receive an adequate 
compensation. There must, therefore, be such a differ¬ 
ence in the price of the flax in its raw state, and the price 
of the linen cloth into which it is woven, as will serve 
to give both to the employers and their labourers all the 
remuneration just pointed out. The value, therefore, of 
the raw material forms only a very small portion of the 
whole value of the particular article into which it is 
manufactured. It is this circumstance which causes the 
price of manufactured commodities, and the price of raw 
produce, to be regulated by very different laws. 

Unless a fresh discovery is made, or unless impi'oved 
machinery and improved methods of production are intro¬ 
duced, it is generally impossible to increase the supply 
of mining produce without resorting to less productive 
sources, or to increase the supply of agricultural produce 
without resorting either to less fertile land or to more 
expensive culture. Such produce therefore, in the absence 
of counteracting circumstances, must rise in price as it 
becomes necessary to increase the supply, in order to meet 
a larger demand. But the same law does not apply in 
the case of a manufactured article. If it were Ivnowii tlmt 
the quantity of linen cloth required to bo manuiactured 
in this country would increase twenty per cent, in the 
next two years, manufacturers of linen would have to 
increase their purchases of raw flax by twenty per cent. 
This increased demand for flax would catise its price to 
rise, in obedience, to the principles enuxiciated in the last 
chapter. This rise in the price of flax would, of course, 
produce some effect on the price of linen; because tlio 
manufacturers of the linen must bo compensated ffxr tli© 
higher price which is paid for the raw flax. But since 
the value of the flax forms only a very small portion of 
the whole value of the cloth into which it is woven, it 
follows that the rise in the price of the cloth duo to the 
rLse in the price of flax will be, comparatively speaking, 
small. Tims we are informed that a rise of Wenty per 
cent, in the price of flax wotild not cause the price of 
linen cloth to rise as much as five per cent The causes, 
therefore, which affect the price of raw produce also in¬ 
fluence the price of manufactured commodities, but only 
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to a, liinitiid (\\t,(‘nL If w<^ omit, tho. viay iritliiio* risii in 
pri<u\ in a nuunifac^t-unMl (‘om.modily, \vlu<‘h H'shIIk from 
a.n imnx^'isiul <!(ana.ml for tin' ra.w ina.t.<‘ria,I, l.lnaa^ is no 
r<\*iso)[i why t,lu^ ))ri(’(‘ of ina,mira,(durod oommoditii's shoulcl 
in a-ny way I)(‘. a-ffo.oliod by a,n in(rr(‘aH(Ml diauand (br ihcin. 
An inoroa,H(al dtanaaid for limai olotb to iho oxbaii of Uviady 
por cent, lu^al not, muu^ssa.rily inlluonei^ any of l.h(‘ (‘hamnits 
wil,h ilu^ excc'ption of the pi’iea^ of tlie I’aw ma.teriaJ, ol' which 
th(^ (awt of ))roducing thin (tloi.h ia eompost'd. Marhimny 
no.od not be niort3 ivxpe,nsiv(\ {Ji(‘ wane's oi* laJionr lu'eal not 
mu-ossai'ily riser, it, is (‘ven (pdl.t' possible' (o suppose', that 
(■Ih' produedion of a,ii a,rtie‘l(^ may be' eda'a-pe'iu'd as its supply 
is iue'ta'aseal, l>eea,nse wheai ea)mmoeIit,ie‘s are* ma.nufa,et,ureHl 
on a. la.in't' se'alt' ma.ny e>f t,he‘ proeM'ssene e»r l.lu' t n a.n u fan lure 
(•an oft-em be' e'eonomisod. Kor instanes', division of la,benir 
makes la,hour e'heapt'r anel more^ ('llie.ie'nt; ma,ehin('ry on 
a. laip' scale' a.Imost, inva.ria.bly works a.t le*ss (‘eanpa.rativo 
e'osl. than machiiu'ry on a. sma.lh'r sc'alex A s 1.00,10-1 a)i^i(iuo 
('Koriin;,'; the' sa.iiu' preipollitre;' foree'. as two sma.lh'r ('uc-ines 
will ori‘4innlly <’osl. loss tha.n the two, will eaitrsunHi a 
smalle'r epiantit-y of fiu'l, and will not, roeptire' the. sn,tno 
atnount. of labour to raipe'rint.t'ud it. li is tJu'rt'foree epuh', 
[lOMsibli' tha.t an ineroasod eh'mand for a, )nanuia.e*tunHl 
artieh' may elimlnish its pries'. To ilhistrat.e' this t.lie^ feib 
lowine; e'xamph^ may be' e[neit(st. An Ame'riesa.n, Mr. 
Natluin d'heunpson, ress'utly inve'ute'el a, nmsi, inc’e'nieitis 
ma,e'hine' feir saaviuLC a.tid e'.ut tin'jf, in t.he*ir prope'r Ibrm, tint 
phinks (»r whie'h H‘;’ht, beiats a.ie' made*. It has be'e'n es'drii- 
In-hsl that so nuu’li la,hour a,nd time', weadd be' sa.vesl by 
this mat’hiiH' that tlu^ esrst. of a. boat weadel he' is'duce'd at 
h'ast thirty p<'r es'id,. It'eipb' ihe're'lbre' e’eudide'ntly prer 
die't.oel tliat tlie^ maehiiu'. woulel be' intreKlues'd, a.nd i.ha.t 
boats Weadel ine'vitably ele'cliiu' thirty pe'r ts'ut. in price'.; 
but, ibis is t,o<) hasty a, esaiedusiem. It must, be' re'uunn- 
be're'ek that so *4r<'a.t is thet ra.pielity witli whie’h thin 
mac'ldm' works, t.hat a, ve*ry feov of tlu'se^ maeduiie's would 
soe>u turn out a, gn'a,!, man^^ moret planks than a,r(i rts 
epiire'el in the^ eonstruotion of all tine hoa.ts whiedi aro 
built. In a, ye'a,r. The' ehunn,nd^ the're'feas', for he>a.tH would 
not, ht^ sntlie’ie'ut to ke'e'p ilu'St' ma,chine's hilly at, weirk. 
ddils wouhl involve' cons!<le'ra.bh' loss. In the' (irst, place', a 
machine', when imt at weirk, must be ri'garde'el lus enpitai 
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?uul stM'nndly, the uum who ;\\\inu\ it. would hv 
oiu|)l(>y<‘<l im\i>'ularly. Hu(^h, la-botir \h ahva.v.M oxfMaKsivi^ 
lHH’a,us(‘ a. innji has to n*rriv<^ hoiuu rt'inuiHa'aiion fur tlui 
tiaia whan ho in not- at work. Tliofa* iia'a^hiiuxs, t.ht'n'tori^ 
can only <'X('rt [>art of Ihoir vlTvvi, in ivducinu tlo' prh’r^ of 
lH)ats, as loiu;* as llu* (hauaud for boats is not snlb(‘iont to 
k(X*p tlionp a('iiyi‘lv at work. It is in^t iinprobaldo tha.t 
tliis invonliou will for somo tiino olbsH no staisiblo rodur« 
tlan in tln^ prio<‘ of boats, Isssausc' in so liniitod a. trado 
may bositat(‘ to intrtHluot' (»x|Hmsivo mac'binos, and 
ilu'n'fon' boats may ismtiinm to bt* madt' a<*oordin;( to tin' 
old |)la,n in spit(' of tbo dtnnonstratod is\<’(dlonr<'\>r Mr. 
Thompsons invonliom Pmt if a. mtmli *(roaior nnmbor of 
l)oa 4 s wt'H' nspurod to bt' mado, no <l(»ubt tlnsio n}a<‘bino.s 
wvouhl 1 h‘ Lpan'rally introdmasl, ami nutluni^ oould tbmi 
prevont a- ro<bmt.ion in tbo prioo (»f bisats t>ropor(ionaf(* to 
tlin do(*n'aso wliirh thoso maolunos <dbn‘tt‘d in tlu' cfist in' 
3 nakiii_i»’ biiats. 

It IViMpnaitly bappms iliai tln^ wayvs itf tin' laboun'rs 
empliiyoil in tin' tuannfarttnv iif a. particular (‘iMnnnulilv 
advaiH’i' as tlu'disnatnl Ibr tin- ia^nnuoility int'naast*;;. If 
this oiMStrs, thi’Si' parTnadar maniifaotuna!\p;ooils will ri.-.o 
in priiM*, in onh'r that (ho mnphyiT may Ih' ('oinponsat( m 1 ! 
for iJio hipln*r wa«;<‘S in' is now obHp,cal to pav. Suppose ! 
iJiat. at a iiino when tho activity of the cotton mamdao ^ 
tnre atfonis constant cmploynnmt to all tln>st‘a<’cn;n<sno{l i 
to tin' traths a. now ujarket, for onr t'otton imhuIn in ;;ud 
(b'lily optsiod. In ordor to sali.afv this now dotnaml tho | 
(xittoa mantifactnro must- ho oKlond«n| ; m*w hands wdT 
have to ho importod itti.f* tin' fnnlo. an<l ;aich tntirainod ; 
JabiMir must tor a. ttmo bo^ romparativoly spoakimn in ■ 
idliciont, ami tborofbtv moro o\ponsivo than tin- lalnmr of j 
thoS(‘ who aro atantsfotnotl to tin' itado. Tin* period just i 
prc(’o(lin;^ tbo AnnTi('an civdl war aftbrdotl an example of j 
this. So rapidly was the cotton mantdindtui' extended in 
coasocpionco of the l.ai’po (sxports t>f <s*tion poods to th(^ 
.Kust, that tbo supply of labour in tbo distim't provtsl 
to ho lna«lo(|nato, Tlio manufacttirors, ibondort^ sent 
iipcnts iJn'oiiplitmi thi' isatniry tu acnfcb of liiboitrorai and 
ill oui'aprionltural villnpi' in llu' Kastorn (Muntica no loss 
t.liaii a. Imndj'od labtansavi including tmun wonuap and 
cliildivu wi*rc taipiietal fur tint |iiir|Hi«w of being empkijed 
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Manual of Political Economy. 

in some of the Lancashire mills. To these persons hicri^ 
■wages were of course offered, in order to induce them'to 
lea've their own locality. But such labourers could not 
he worth so much as those who by practice had*acquired 
skill in that trade. The regular Lancashire operatives, 
■therefore, obtained a very important rise of wages;'and 
it is itnpossible for such a rise of wages to occur without 
increasing the cost of producing cotton goods. The ques¬ 
tion, therefore, arises—By whom is this increased cost 
borne? Would it come entirely out of the manufac¬ 
turer’s pockets, or would it be borne by the purchaser of 
cotton goods 1 The answer to this question will be found 
to involve an explanation of the principles by which the 
price of manufactured commodities is determined. It 
will, in the first place, be proved that the manufacturers 
will be compensated for the rise of wages by a rise in the 
prices received by them from the purchasers of cotton 
goods. When discussing the subject of profits, it was 
pointed out that the profits of each particular trade ap- 
proxima-te to a certain average. The constancy of this 
average is maintained by the competition of capital. We 
do not mean to say that the profits of the butcher ap¬ 
proximate to the profits of the cotton manufacturer, for 
there are causes which must create a permanent differ¬ 
ence between the profits of these two trades. But al¬ 
though the average profits realised in different trades 
may greatly and permanently differ, yet there is a certain 
rate of profit belonging to each trade, which is termed the 
natural rate of profit for that tradq. Such a rate of profit 
indicates a point of equilibrium about which the average 
profits of the trade may be considered to oscillate. Some¬ 
times they fall short of this point, sometimes they go 
beyond it, but the competition of capital is an agency 
which is ever at work to restore the average rate of profit 
to this position of equilibrium, whenever disturbed from 
it. It is impossible precisely to tell what will be the 
average rate of profit realised in a particular business. 
Let us suppose that, in the cotton trade, it is ten per 
cent, upon the whole capital invested. There is always 
in this country a vast amount of capital ready to be ex¬ 
changed from one investment to another, if the slightest 
additional profit can be realised. Such a rapid transfer 
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may be regarded as a proof that the competition of capital book hi. 
is active. Having, therefore, assumed that the average . . 

rate of profit in the cotton trade is ten per cent., lot us 
attempt to trace what will occur if the profits realised in 
this trade are, by sonae disturbing cause, reduced below 
ten per cent.; this being the natural rate of profits as de¬ 
termined by the competition of capital. 

The rise in the wages of tlic cotton operatives which Ifwm 
was caused by the increased demand for cotton goods in 
the East, was quite sufficient to have reduced the profits without an, 
of the cotton manufacturers from ten to seven per cefit. irenaw of 
but if not rnore than seven per cent, were realised, tlie 
cotton manufacturer would be placed in an exceptionally faiUn^tke 
unfavourable position, for it has been supposed that his 'tmdo 
business, .after making allowance for all tlie various cir- 
cumstanees connected with it, will bo less remunerative 
than other branches' of industry, unless a profit of ten per 
cent, can be secured. Cotton manufacturers, therefore, 
would show an anxiety to contract, rather than to extend 
their operations, for they would be naturally desirous to 
withdraw as much capital as possible from their own com¬ 
paratively unremunerative business, and place it in other 
more lucrative investments. The manufacture of cotton 
goods would consequently bo'climinished just at the time 
when it ought to be extended, in order to meet tlie in¬ 
creased demand. But it is easy to show that such a con¬ 
tingency could not actually occur. An increased demand lime the 
for cotton goods means an increased desire to possess ifceh 
them, accompanied with the requisite means to purchase Xf** 
them. Those individuals who want cotton goods will 
much prefer to pay a somewhat higher price for them 
rather than go without them altogether. Such a higher 
price, therefore, will bo offered for cotton goods as will 
compensate the manufacturer for the increased wages 
which he is compelled to pay to his operatives. But the 
demand for a commodity is always diminished if its price 
is increased. The demand for cotton goods will not be so 
great as it would have been but for the rise in the price 
of these goods necessary to compensate the manufacturer 
for the augmented cost of production resulting from a rise 
in_ the wages of labour. Hence it would appear that the ^ 
price of manufactured commodities is regulated by two .faHwmk 
F. M. z * 
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principles. The first o£ these principles determines the 
average price of a commodity; this price we have before 
described as a position of equilibrium from ■which there 
may he frequent temporary variations. The second prin¬ 
ciple accounts for these variations, and indicates the la^ws 
by which they are regulated. The meaning of this may 
perhaps he better explained by referring to an illustration 
already noticed. The orbit of every planet is mainly de¬ 
termined by the attraction of the sun; and its orbit, so far 
as it depends on this attraction, is accurately an ellipse. 
But each planet is acted upon by an almost infinite num¬ 
ber of small disturbing forces, which cause it constantly 
to deviate from an accurate elliptic orbit. Although a 
planet, therefore, never continues even for a short period 
to move in an ellipse, yet for many purposes it is snflfi- 
ciently accurate to consider that the ellipse is its real 
orbit. Other phenomena however, most important to he 
considered, depend entirely upon those small disturbing 
forces which produce the variations in a planet’s elliptic 
orbit. Hence astronomy requires not only that the main 
cause of a planet’s motion should be explained, but also 
that the laws of the disturbing forces which act upon it 
should be enunciated with equal care and precision. We 
will now show the analogy which we have been indicating, 
by stating the two principles which regulate the. price of 
a manufactured commodity. 

1st. The price of each manufactured commodity must, 
on the average, approximate to its cost of production. 
The term ' cost of production ’ includes not simply the cost 
of material, and the wages of labour, but also the ordinary 
profit upon the capital employed in producing the par¬ 
ticular commodity. 

2nd. The demand for a commodity varies with its 
price, and the price at any particular time must be such 
as to equalise the demand to the supply. 

With regard to these two principles it may be re¬ 
marked, that the first controls prices in the following 
manner. The price of any manufactured commodity can¬ 
not permanently to any considerable extent either exceed 
or fall short of its cost of production. If the price were 
greatly in excess, the producer would secure very much 
more than the ordinary rate of profit; and on the other 
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factured by the available resources of the trade. Time is, 
however, required to increase the supply beyond a certain 
point; the workmen accustomed to a trade are limited in 
number; and new workmen cannot acquire the requisite 
skill without a long and tedious training. Therefore the 
supply, even of a manufactxired commodity, cannot be im¬ 
mediately increased beyond a certain point; hence a very 
great and sudden demand for a particular commodity may 
cause it temporarily to assume the same character as 
those commodities the price of which has been previously 
considered^ and of which the supply is absolutely limited 
in amount. It was shown that the price of such commo¬ 
dities must be so adjusted as to make the supply equal to 
the demand. 

Although the price of a manufactured article may vary 
greatly from its cost of production, yet such a -variation 
must bo regarded as only temporary." If for instance the 
price of such a commodity greatly exceeds the cost of pro¬ 
ducing it, unusually large profits are realised by those who 
produce it, and thus a powerful inducement is constantly 
held out to increase the supply. But as the supply is in¬ 
creased, the price will have a constant tendency to decline, 
until at length the price approximates to the cost of pro¬ 
duction of the commodity, and the trade is again restored 
to its normal condition. 

In order to prevent a possible misapprehension, it may 
be important to observe, before concluding this chapter, 
that the price -of a commodity must be always such as to 
equalise the demand to the supply. This principle is 
equally true, both when the price is disturbed by sudden 
fluctuations in the demand and supply, and-when the trade 
is in its normal condition, and the price of the commodity 
consequently approximates to its cost of production. Let 
us revert to the example just investigated, and assume 
that a rifle which is ordinarily sold at 5^. becomes worth 
101 owing to a sudden increase in the demand for rifles. 
It has been before remarked, that, when the demand for 
a commodity is suddenly increased, its price may tempo¬ 
rarily cease to be controlled by its cost of production. 
The immediate available supply is limited; and it is there¬ 
fore evident, that the increased demand cannot be imme- 
^ ^ See Book 11. Ctap. ii. 
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increased, the cost price of the commodity will .-iIho 1)0: in¬ 
creased. Ihus, wlicn certain •wag'es are paid, the ('ost 
price ot a rifle may ho U., kit if these was^'es have to he 
lucreMod, the cost price of a rifle may advance from m. to 

f if 

at ,>L, tJie demand ivdl exceed the supply, Sunnosp fdiat 
t ie price is sli<|-litly aikanced heyoud ni.; ,tho profits of 

'"■iri «’>■ ‘‘Mlditional amount of 

capital wi 1 hi; hrono-ht into the trade, and the nnmlior of 
n Its made will be considomhly aiig-meutod. All maam- 
hict irod_cmnin,>(hti(;,s, however, need skilled hihour, and 
the leiimHiU; skill cannot he acquired without considorahle 
tiaii iiio' Hence, when a trade has to be uxteiided com- 
parativeJy mitraimul Jahourors must he employed.’ adu; 
skilled ahourers already en«u.<,md in the trade will aou- 

Sirrk ^T -"i <■<>'•, and f,hoir waq-(>s 

Jl use. II, however, tlieir vva,o'<‘H rise, the cost oFinamu- 

iaoturinp the eonuiiodity will increase; hut a, rise in the 
l-nce o a con,luoilily exerts an influenee to diminish (,1m 
c ; 1; those causes will continue to oj.orat.e, until at 

length the supply ,s ma,de equal to the denuunl 

.In a similar wty wo ca,n explain the process of equa.Iis- 
^ the supply to tho demand, when the demand for a 
eiim,no,lity,_.selluig a,t its east price, is less than the supply. 
Suppose this cap; to a,rise with ivgaril to rilles. Let il, he 
i^unied that tlic cost price of a ride is 5;., and tlia,t at 
this price thipe will not l,e so many rilles purclmseil a,.4 are 
mauuhmtured; the price of riih;s must tliereforodi;,;]!,,,'- 

tlm r ' ' f' ^ ^ ’'‘•■^''>'i‘W‘t''irers of rifles would lose b'y 

then hade, liecainso they only realised the ordinary rati; iff 
pioht even when V >1 could he obtained for a ride, ft in ust 
however he borne in mind, that some of those emm-md hi 
a texde 0 ten po,s.sess special opportunities for canning it 
on puihtably; their place of business may perlnqis hd in 
an oxcpedmgly favourable situation, or they may thnni- 
selves have a special aptihulo for the business in wliieli 
troy are engaged. Again, as remarked in a previous 

rioK- «>'r>Hal to (iury on 

pioduction upon a largo scale often obtain aiicxeention-illv 
high rate of profit. When, therefore, thr,^,qi Ik a 
commodity exceeds the demand, two causes will lirfc 'au 
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to equalise the demand to the supply. In the 
gj.gt place, if the supply of the commodity is diminished, 
its cost price will also he diminished, because if less of 
commodity has to be produced, only the most skilful 
workmen in the trade need be employed, and those only 
need continue the manufacture of the commodity who 
possess ‘•special advantages for producing it most cheaply. 
In the second place, as the price of the commodity is 
reduced, the demand for it will increase. These two 
circumstances, acting conjointly, must at length equalise 
the supply to the demand. 

It has therefore been shown that, in all cases, there is a 
tendency in constant operation to make the supply of a 
commodity equal to the demand. This principle is equally 
true, whether the price of a commodity is simply regulated 
by its cost of production, or whether the price temporarily 
ceases to be regulated by the cost of production, in conse¬ 
quence of sudden fluctuations, either in the supply or 
ill the demand. 
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T he last three chapters have been devoted to an inves 
tigation of the laws which regulate the price of various 
commodities. The course usually followed by political 
economists, is in the first place to treat of the value of 
commodities, and to defer any discussion of the laws of 
price until the functions of money have been fully ex- 
plamed. In pursuing this course, they perhaps adopt a 
logical method, because money, as a medium of exchange 
must necessarily be involved in the meaning of the term 
price. It has however been thought expedient to adopt 
he course pursued in the last three chapters, because the 
myestigation of a subject which must always be compli¬ 
cated IS rendered more difficult by speaking of the value of 
a commodity instead of its price; the public almost inva¬ 
riably speak of the price ot a commodity, and seldom con¬ 
sider Its value by directly estimating the quantity of every 
other commodity for which it will exchange; moreover 
the last three chapters, although relating to price, have 
not required anything to be assumed, with regard to the 
laws ot money, which was not quite self-evident 

It has been abeady remarked, that price is a particular 
case of value. Every country, as it emerges from bar- 
barism into the first stages of civilisation, has found it 
absolutely neces^ry to select some substance as a medium 
exchange. Without such a medium, every trading 
trarisaction must be conducted by direct barter; 4e incon- 

^^othes or fuel in 

exchange for his corn, he would be obliged to find some 



oUu'r iittlividuulM wlui an' \vi!Iiu «4 to uivt» lum rloiJu^s a,ii(l 
fiiol f<n* tho which he oil’m;. <'eiuuirn’e, ha.mj)('r(Hl 

by HVeh ini|H'{linieii{.S, ranhl tieVrr advance hryeiul ifa Ciuh‘ 
bi,»ci*miie4> (*eiiae<|tien{ly* in <’aeh civiiii.ed uat-iou, aonie 
Hui)Ht;uic<' is sun* to he jultijUi'd ii UMnlituu ui' e\i’han!';<a 
byUie uuiviu'sal et>us*uii ef sneieiy. A luehiuiu ofesehani’c 
provides a. standard with wlueh to caunjinre tin* vahu'. of 
ovany cuuuuodity, aiul by unsaus <»r whitdi tin* e\«'haiige 
of com modi tier* is taeilitutod in ti must. im[)ortant. tleyrets 
Any suhsiasus' may ho st’ha'tod as lids nualituu of ex 
cha.np‘; it' has howt*vot‘ hern youorally haind most, advau- 
hi^^eous, for reas<ms whii'h will In* prestailly stu.t.(sh to : 
ch()es(^ the prei’ioiis tuetals ns tho me<lium of extdiauoe. ! 

J>uL variotis other ;-ade,tam’es havo horn used for a, similar | litpmif 
purpose hy difVertmt nations, 'The (liiuos*' havs* ummI , 
pnNSH(sl cubes of tea, as f.litsr nuuny ; sotiu* Afrioan triheSi ' 

(uuploy tin' shells ('nlltnl cinvrios. It, must {liots-lbn' he. 
borne, in mind that it- is md- e.^soutinl that unnirv should 
composod id’ somo of the proiaoust metals; whatever 
Huhst.auee is atlopltni^ by tho *,oaieraI eousout. ot’ sneioty, as 
its medium id’ exelumyrs tmyhf propmly to la' (smsidoreil 
an the money o4 that eummunity, Thui, in (Inna, money 

hna i’ousisied of thoso prossod rubes of toa, we hn.Vo spidvoti 
of; a,lid, in Afriea, ttn* rowiie shells must lie r('*;ardotl a*; I 
money. The money uf mir own, and of alnm:.f. every other | 
country, has so Imi'; boon muilo uf the prooiotis metal., i 
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will at once become evident by considering tho'mu'poses 
wbicb money has to fulfil. The functions of monoy hnay 
be divided into two leading classes. 

1st. Money serves as a measure of value, 

2nd. Money is a universal medium of ()xehan<ro. 

We will proceed to consider the first of these fimctions 
'Measure oi value’ may perhap.s with advantago be re¬ 
placed by the expression, measure of wealth. Witliout 
some such uiea.surc, the amount, eitlicr of a nation’s or of 
an indivuhiars woaHdi, could only be stated by enume¬ 
rating a long catalogue of commodities. .Instead of saviim' 
that a farmer is worth <),()()0/., wo should lie nblo to 
lonii no other estimate of liin wealth except by ina'kiT)< ^ an 
inventory ot lii.s possessions. The number of c.ows horses 
pip sl.cep, yo quantity of coni, &c. lie possi^siul ' would 
all have to be separately mmmerated. The value of a 
mans property is a, moauingles.s plirase, unless tbore is 
some rccogimscd standard of value. The value of a com- 
inoibty IS alway.s supposed to mean its exebango value 
lor unless it lias some exidmngc value it is not, in political 
economy, ooii.sidenul to Jiave any value at all. Mo com- 
iiioi,ity can be mote u.sidul tlian, water, but, as previously 
xemarked, it w not wealth. It lias in fact no value be¬ 
cause wlien as i,s usually the ca,so, it can he freely obtained, 
nothing will be given for it in c.xchangc. But no mean¬ 
ing can be as-siguod to the expression, excliange value of a 
commodity, uufi.-ss it ns known for whal; othm- cominodity 
u'" ’ i'“ S'voii HI exchange. It is a„H correct to 

say that the exchange value ot a sack of wheat is a ton of 
coat, or a barrel of beer, a.s it would bo to ('stimaho the 
value of the wheat by so much gold and silver. Tlvery- 
thing, therefore, with regard to the value of commoditiefs, 
OX the amount ol* wealth, ia completely v<xmic ami ixulofi^ 
nite, until society has agreed t(> sohict some pa,rtieular 
substance with which the value of all cominodilles may be 
compared, buch a substance becomes an universal stainiard 
or mcapro of value, and thus has attacliod to it tlui first 
of tlie two charactcri.stics which entitle a suhstamm to be 
considered as money. It is not necessary to soloct the 
precious me als for this standard of value; although tliey 
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of commodities is ascertained, the pnrehasin^ power of aw 
sum of money is known. ' 

The chief purposes which money is intended to serr^ 
have now been explained, we can therefore at 
on to consider the particular qualities which should 
l)ossessed by any substance which is used as money. M 
tlio first place, it is most important that any 
standard or measure should vary as little as possibt 
For instance, all distances are referred to a certain stW. 
ard unit of length. How endless would be theconfnsh 
if this standard varied! A mile represents the sm- 
distance as it did a century since, and therefore,, when 
mile is mentioned, there can be no doubt as to^he dh 
tance intended to be expressed. Weight, in a simih 
manner, is referred to a certain invariable standard; and, 
ibevniforo, if it is said that the weight of a body'issu i 
nuiuy tons, there can be no ambiguity as to the weioh 
whi(di is meant to b©'described. It is, of course, quiteas 
ini])(>Tta.nt that a standard of value should be as invariable 
a.s llu) nature of the case admits. It is obvious that it 
is iiu'|‘)()ssible tO' obtain an absolutely invariable standari 
of value, because the value of every substance which is 
kno wn to us is liable tO'variations. Some substances are, 
however, liable to much greater' fluctuations in their 
value tlian others ; and it is evident that these are quite 
unfit to fulfil the functions of money; the substance selected 
to be used as money should be liable to as few and as 
slight variations in its value as possible. This qualifica¬ 
tion, is possessed in a high degree by the precious metak 
[f gold and silver were liable to as great fluctuations 
in value as wheat and cotton, it is manifest that money 
would be no uniform standard of value, although a pound 
sicu’ling might always contain the same quantity of gold, 
a,nd a shilling the same quantity of silver. The value 
of wheat and cotton fluctuates with almost every variatioa 
ill tlic weather, and with almost every change in tk 
politics of a nation. Unpropitious seasons have often 
i)(Hm so destructive to the' harvest, that wheat has been 
(brcHul u‘p almost to a famine price. These seasons of 
scnj’oity arc now, so far as concerns our own country, in 
some (iegrec obviated by free trade, since we are now no 
longer restricted to our own soil for our supplies of com 
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But even since the passing of free trade, there have been 
extreinely great variations in the price of wheat. In the 
year 1854, wheat was 90s. a quarter, in 1856 wheat was 
405. a quarter. The value, therefore, of any commodity 
liable to such .fluctuations would be, when compared 
TOtla Tvheat, twice as great in 1856 as in 1854, assuming 
that gold remained .constant. A ton of coals, for instance^ 
■would sell at the same money in 1856 as in 1854, but it 
would exchange for more than twice as much wheat in 
the former year as in the latter. If, therefore, wheat were 
chosen by a nation as a general standard of value instead 

g-old and silver, the value of all commodities estimated 
in_ wheat, or, in other words, the price of all commodities, 
might rise more than 100 per cent, in the short space of 
two years. Such great and sudden irregularities in price 
would _ throw commercial transactions into inextricable 
confusion. It is, therefore, evident that a substance 
should be selected as money which is subject to the 
smallest possible fluctuations in value ; upon this quality 
mainly depends the efficiency with which money can ful¬ 
fil hire functions which are required from it, as a standard 
of value. 

Let us now enquire what qualities money ought to 
possess, in order that it should become a convenient 
medixim of exchange. In the first place, the substance 
chosen as_ money must possess an intrinsic value of its 
own. This may appear to be contradicted by the fact 
that a portion of the money of England and many other 
nations consists of bank notes. In England, a person 
considers a Bank of England note for lOZ. to be in every 
respect as valuable as ten sovereigns, yet the note has no 
inti-insic value whatever; thousands of such notes might 
be manufactured for a few shillings; whereas the ten 
sovereigns for which one of these notes can be exchanged 
have an intrinsic value of their own; if they were melted, 
they would be as valuable in bullion as in coin. The bank 
note derives none of its value ffiom the substance of which 
it i.s composed; it is simply a written warrant of a promise 
to pa-y, whenever demanded, the sum which it represents. 
If all, believe that this promise is certain to be strictly 
fulfilled, there can be no reason why the note should not 
he as freely accepted as money. But a nation can never 
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feel tins entire confidence, either in the promise of tte 
state or of private individuals, until government becomes 
firmly settled, and commercial credit securely established 
It is therefore necessary that the substance which is 
chosen as money should possess an intrinsic value. It 
has been explained, in a former chapter, that a substance 
acquires value from the conjunction of two qualities: in 
the first place, labour must be employed to obtain it 
for the most essential necessaries of life, such as water 
and air, have no exchange value, if spontaneously supplied 
by nature; secondly, no substance can have value unless 
it can be made to satisfy some want, or gratify some de¬ 
sire, of man. Hence, in order that the substance chosen 
as money should possess an intrinsic value, it must in the 
first place require labour to obtain it, and secondly it 
must be regarded as useful for other purposes than heiuo- 
cmployed as money. ^ 

The last requisite possessed by money, upon which we 
shall remark, is, that it should be a commodity suffi¬ 
ciently expensive to contain great value in a small hulk. 
It this were not so, whenever any valuable article was 
sold, the money which it realised would be extremely 
cumbrous, and inconvenient to carry about, in couse- 
qucuce of its great weiglit and bulk. If we possessed no 
money but our copper coinage, the copper money equi¬ 
valent to ten sovereigns would bo a heavy load; and the 
inconvenience would” be still greater if a less valuable 
metal than copper, such as iron, were selected. 

Having now remarked upon the qualities which ought 
to belong to a substance which is used as money, we shall 
be ill a position to ajopreciate the great advantage which 
the precious metals possess, as money, in comparison with 
any other substances. The first requisite is, that the 
substance of which money is composed should be liable 
to-as few variations in value as possible. Gold and silver 
both fulfil this condition in a very striking manner. As 
a general rule, the average productiveness of gold and 
silver mines does not vary from year to year. Changes 
of temperature so much affect the growth of agricultural 
produce, that the abundant crop of one year may he 
succeeded by great scarcity in the next. Such causes, 
however, can in no waj influence the productiveness of 
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uiiiies. The demand for some commodities varies almost 
from day to day, and causes those constant fluctuations 
ia price alluded to in the last chapter. Gold and silver, 
except when used as money, are chiefly employed for the 
manufacture of ornaments, and various articles of luxury. 
2^ow it is evident that the demand for gold and silver 
plate does not vary greatly from year to year. The last 
twenty-flve years may seem to offer an exception to the 
constancy in the value of the precious metals, for since the 
discovery of the gold mines of California in 1848, and 
those of Australia in 1850, the annual yield of gold has 
increased at least 300 per cent. There is no question of 
the day more important for the political economist to 
discuss than to trace the eff’ects of these recent gold dis¬ 
coveries. This must be reserved for a separate chapter. 
Although it is not improbable that the value of gold may 
in future years be greatly depreciated by these gold dis¬ 
coveries, yet such sudden changes in the annual yield of 
gold are extremely rare. In fact, history affords no other 
similar instance, except the discovery of the gold and 
silver mines of the American continent, at the time 
w^hen the New World first became known to the Old. It 
is not therefore necessary for us to qualify our remark, 
that gold and silver are, as a general rule, subject to less 
frequent varicitions in value than almost any other sub¬ 
stances. 

The second of the enumerated qualities which ought to 
belong to money is, that it should possess an intrinsic 
value of its own. Nations, even from a remote antiquity, 
have always placed a great value upon gold and silver. 
Ancient remains prove that the most costly and highly 
wrought ornaments have long been manufactured from 
gold and silver. It is no wonder that ornaments in every 
age should have been made from these metals; their 
singular brightness gives them beauty, and it is a l 3 eauty 
which is scarcely effaced by time. Iron soon rusts and 
decays, copper soon becomes corroded, but golden orna¬ 
ments are dug up from the bogs of Ireland in almost as 
perfect a state of preservation as when they adorned the 
primaeval inhabitants of that island. The great mallea¬ 
bility of gold and silver gives the workman abundant 
opportunity to display his artistic skill Moreover, gold 
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and silver have always been sufficiently rare to be este 
ed for their scarcity. 

The great value possessed by these metals gives tl 
the third essential quality which ought to beloncy to mor 
namely, that it should contain a great deal of\alue i- 
small bulk. It should also be remarked, that gold ^ 
silver possess other qualities which make them speck 
adapted to fulfil the functions of money; these metals 
extremely durable, and they can be coined with facil 
because they can be divided into portions containincr t 
assigned quantity or weight. ^ 

All these considerations combined cause gold and sil 
to fulfil the purposes of money far more completely tl 
any other substances. It is true that our own couni 
and several others, have copper money in addition to 
and silver. Copper, though very much less valuable th 
gold or silver, is very convenient for small payments, 
piece of gold or silver, which in value would represeni 
penny, would be almost too small an object to be pi 
ceived; and on the other hand, if copper were used as t 
only money, any large payment would require a weio-ht 
copper money too great to be carried by an individual. 

Although the metallic currency of this country is coi 
posed of gold, silver, and copper money, yet it is foui 
convenient that only one of these substances should be 
general standard of value. The substance thus select 
IS gold. Other countries, however, have adopted silv 
instead of gold, as a general standard of value. We shi 
be able easily to explain why gold is a better standard 
value than silver. In the first place, gold is the mo 
costly metal of the two, and it therefore contains oreat 
value in small bulk. Secondly, it has been found by e 
perience that the cost of obtaining gold, and consequent 
the value of gold, varies less than the value of silver ai 
sumcient has already been stated to show the importam 
ol possessing, as a standard of value, that substance whoi 
value is most uniform. 


A doulle 
standard 
isundesira- 
hie, 


It has howeyer, been frequently proposed to make bo1 
gold and silver a general standard of value, and ti 
adoption of such a plan would involve what is technical 
termed a double standard. Various reasons may be state 
which will prove that such a double standard is extreme! 
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xindesirable. We have already pointed out the incon- 
xfeniences consequent upon any variations in the value of 
tb.e substance which is adopted as the standard of value, 
Oold and silver are both liable to fluctuations in value; 
th.ese metals, for instance, may at any time be cheapened, 
in consequence of the discovery of productive mines, and, 
on the other hand, the cost of obtaining gold and silver 
xnny be increased by the gradual exhaustion of the richest 
.rold and silver mines. If, however, gold and silver are 
Soth adopted as a standard of value, the uniformity of 
tliis standard will be affected by variations in the value 
of two substances instead of one. For instance, let it be 
sixpposed that the value of silver is reduced five per cent., 
ixi consequence of the discovery of some rich silver mines, 
XiOt it also be assumed that nothing has occurred to affect 
tine value of gold; consequently, the value of silver, esti- 
nasbted in gold, will be depreciated five per cent.; or, in 
otHer words, an ounce of gold will exchange for five per 
oemt, more silver than it did previously. Now a double 
standard implies that any person who has a payment to 
make can use his own discretion as to whether he shall 
pay the amount in gold or silver. If, therefore, the case 
jnst supposed should arise, and the value of silver should 
*be depreciated five per cent., it is manifest that every 
person who had a debt to' discharge would take advantage 
of this depreciation, and all payments would consequoutiy 
be made in silver instead of in gold. The result would 
xo-anifestly be, that the amount to be paid would be re~ 
dixced five per cent., and the amount to be received would 
consequently in every case he diminished by a similar 
nnnount. It is evident that this unfortunate and most 
inischievoiis disturbance in the terms of monetary coii- 
trncts is avoided if gold is the only standard of value. 

It must not he imagined that England has a double 
standard, because silver and copper money form a joart 
of our metallic currency. Our silver and copper money 
inn st be regarded as subsidiary coins, and by a very simple 
arrangement all the advantages are enjoyed arising from 
tbe employment of such coins, without any of the incon¬ 
veniences which belong to a double standard. It is fixed 
by law, in this country, that each silver coin should 
contain a certain quantity of silver, and it is also further 
F. M. AX 
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enacted that these coins should exchange for, or, in other 
words, be equivalent in value to, a fixed quantity of o-old 
Thus a shilling always contains the same quantity of sUver 
a sovereign always contains the same quantity of o-olfi and" 
twenty shillings are made equivalent in ,value to" one 
sovereign. _ The silver, however, which is contained in 
twenty shillings is not really equivalent in value to a 
sovereign, for if the shillings were melted down, the silver 
which they contain would not purchase so large a quantitv 
of gold as is contained in a sovereign. The Mint there¬ 
fore, obtains a profit on the silver which it coins : in fact 
our silver coinage may be regarded as a slightly depre-’ 
dated currency. The Mint, however, is not permitted to 
issue more than a certain amount of silver coinao-e, and 
the reason why a silver coinage is, as it were, sli’o-htiv 
depreciated, may be readily explained. For Ruppose°tliat 
the weight of gold in a sovereign, and the weight of silver 
in a shilling, had in the first instance been so arranged 
that the quantity of silver contained in twenty shillings 
had been exactly equivalent in value to the gold contained 
in a sovereign. If this plan had been adopted, any subse¬ 
quent rise in the value of silver compared with gold would 
have made it profitable to melt silver coin, and sell it as 
bullion. The silver coinage of the country would thus be 
constantly liable to be absorbed, for the purpose of beino- 
melted down; therefore, one of two things would occur 
either the country would soon lose its silver coinatre, or 
the Mint would have to bear a heavy loss; since, if silver 
rose in value compared with gold, the Mint would mani¬ 
festly lose upon all the silver coined, and an unlimited 
amount might be demanded as long as it continued pro¬ 
fitable to melt silver coin. ^ 


i 


Regulations 
of the Mint 
in England 


^ Such a contiugency is, however, obviated by the judi¬ 
cious regulations which control the Mint. Forsince twenty 
shillings, although they exchange for a sovereign, do not 
contain an amount of silver equivalent in value to a 
sovereign, it is manifestly unprofitable to melt down our 
silver coinage, ^ and sell it as bullion, unless there should 
be a very considerable rise in the value of silver compared 
with gold. It is no doubt quite possible that such a rise 
in the value of silver may take place; but the plan adopted 
by our Mint prevents any profit being realised by the 
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T O the expression 'value of money/ an ambiguity of 
meaning is attached, which it is necessary clearly to 
explain. The value of money has a popular signification 
which is quite distinct from its scientific meaning. If 
the 'city article’ of any daily newspaper is perused it will 
be perceived that the value of money is considered to be 
synonymous with the current rate of interest. Thus the 
value of money is said to be increasing, when the rate of 
interest is rising. What is known as the Bank-rate of 
discount is the measure, at any particular time, of the 
value of money, where this expression is regarded as sig¬ 
nifying the current rate of interest. The Governors of 
the Bank of England announce from time to time, usually 
at their weekly meetings, the terms on which they will 
, discount bills, or, in other words, the interest which must 
be paid by those who wish temporarily to borrow money 
from the Bank. In the language therefore of every-day 
life, the value of money is considered to be represented 
by the bank rate^ of discount; the value of money is thus 
said to rise, as this rate of discount advances, and to fall, 
as the rate of discount declines. 

It maybe gathered,from the previous remarks on value 
and price, that the expression 'value of money’ has another 
and very different meaning. In political economy the 
greatness or smallness of value is estimated by the power 
which a commodity has to obtain other commodities in 
exchange for it. If a sack of wheat will at the present 
time exchange for a greater quantity of coal, of meat, and 
of every other commodity than it would have exchanged 
for a twelvemonth since, it may be said that the value of 
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wheat has risen. If, on the other hand, the wheat ex¬ 
changed for a less, instead of a greater, quantity of coal, 
meat, &c., the value of wheat would he described as having 
fallen. In a similar manner, if a certain quantity of gold 
■would, at the present time, exchange for a greater quantity 
of coal, of meat, and of every other commodity, than it 
would have exchanged for a twelvemonths ince, it would 
be said that the value of gold had risen; on the other 
band, it would be affirmed that the value of gold had de- 
cbned, if the gold exchanged for a less, instead of a greater 
quantity of those articles just enumerated. But when it 
is said that gold exchanges for a greater quantity of any 
oommodity, it is, in fact, asserted that the price of this 
commodity has fallen; and again, when gold exchanges for 
a, diminished quantity of any commodity, the price of the 
commodity has increased. Suppose that, a twelvemonth 
since, the gold contained in two sovereigns would exchange 
for a sack of wheat, and that now this gold exchanges for 
fwo sacks of wheat, it is manifest that the value of gold, 
estimated in wheat, has increased twofold in the course 
of a twelvemonth, and consequently the price of wheat 
during this period has diminished. in the same ratio ; for 
wheat has, according to this hypothesis, during the time 
declined in price from 405. to 20s. a sack. When there¬ 
fore, in political economy, the value of the precious metals, 
or the value of money is spoken of, the purchasing power 
of money is referred to; or, in other words, the power 
which money has to obtain other commodities in exchange 
for it. It must therefore be distinctly borne in mind, that 
a,lthough men of business consider the value of money to 
be represented by the rate of interest, yet the signification 
which is here attached to the expression value of money’ 
is such as to describe the value of money to be great 
when prices are low, and to be small when prices are high, 
A few lines above it was remarked, that the value of 
money is the same as the value of the precious metals of 
which it is composed. This statement may perhaps require 
some elucidation. Our readers have no doubt frequently 
observed, that the Mint price of gold is 3Z. 175. per 
oz. This price is fixed by law, and if an individual takes 
g'old in the form of bullion to the Mint, the aiithoxities 
are compelled by law to purchase it from him, at the price 
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<)i l]L \7h\ por oz. T\h) pritx'. of.i^'ohl llunN^toro, cnn- 

sidiu'od an lut'.hal;, is by nl' parlia.nu'nl, fixod a,t an 
invariable^ ainonnt;. Thi.s is noli (.lu^ <*a.S(^ nllh a.ny oihar 
inotaJ, for an^ all a,wa.r(^ (Jiaf prioo of a. ion of iroia 
or of a ton of iin, varioH grca-ily Ironi tiino io iiino. It 
will now 1)(^ (^.xplabuMl wlia.i ia r('n.lly nioani by tlu^ [iriro! 
oI\l![‘o 1(1 Ixano' ilius ))ta’ina,n(‘nily fixod by law. 

Tln^ lix(Ml priea^ whio.h is yivcn b^ gold l)y la,w is noi 
nnfnspusjiJy iln^ baais of moHi erronootis ('oiu’lusions. 
Sonu} juvrsons who prolV^SH to Ix^ iUiihoriiH's on inom^la^rv 
ai(arii\s (hxadis, in ilu^ most ott«ha,n<l nianmn; (hai. i.lu> vahu^ 
of gold luis not boon tifliarbul by <.lu^ reManiigold ibiu^ovorios, 
grounding this opinion upon tin', (art ihal, Iho prioe^ oigohl 
has roina.iiHul unolin,ng<Ml. Thoy say a.n ounn^ of gold now 
roalisoH oxao.ily ihc! sanu^ priias naanoly IIL ITx. iO.U/., as 
it iH'aJistMl ion yasai’s sinoio Mow ihon, (.lay aak, can iln» 
vaJiu^ ol gold ha.v<^ (l(‘(*lino(b whilsj, ils jirioo roniaiiis nn« 
aJ(t‘ro(l'!? I>ii(. iliis (u>ns(anoy in iln* priofMjfgnld only provos 
t.liaf iln^ <juan(.i(y of gold in a. sovoia^ign rtanains l.fno-anio. 

Mini a,uihoriii<‘S givo ‘I/. I’bv. libb/. for an ouium* of 
gohi, btra.usi^ ihoy know ihai ilnna^ is jnsi stdlh’ii'ui gnUl 
in a.n ouinu^ io ina.nid’a.(‘iur('. ihroe* sov(n‘oio;n;o and (hai, 
portion of a, sove'nngn wliiedi is roprosonfod by 17x, lO.b/, 
Siinug l.lu'n^fona tin* prim of gyhd nnnaina <*onf;ianl., "wi^ 
may speadv of gold and bulli<ni as symmynmus with (In* 
vaJiu'. of gold wlnm oonves’texl into <’oin. d'ho valuo of 
gold nionoyg ilnnx'foro, is r<\gula((sl by Iho sanio laws as 
thoso \vhi(di ngulab^. tln^ vaJiio of gohl in btdllinn In 
<»rdt‘r, ilHS’ofona bi inva'stigaio |,ho. valuo of nnmoy, ii will 
only 1 h^ no<‘ossa,ry t.o apply t.hoso pritndplos alr<*adv (untn •' 
(na.(e‘d whi(‘h ngula.t>(^ iho valuo (d‘iniuoral pnahuUs. 

It. is vory imporia.ni to k(sg> most dirUbnhly IxU'oro (ho 
siinhmis miinb thaJ. nnnn'y is e’oniposod of jiubstanoos, (ht* 
va.lu(m>f which is r(‘gida.t(sl in Iho sann^ nianuor a.‘i any 
ollnu' ordinary (’onunodil it'S of Irado, Tho aubjoci <>f 
momy is nnuhu’esl <‘onfusod, and <liflic‘uli» bo<*anso/ni (‘on^ 
so(juonoo of iho. phrasesdogy whitdi is ofbai tunployod, a* 
holiot is <‘aooura,god thai ihoro is sonnUhing; Uivslcritnis 
<*<nmootocl with (Wtay (s’onomiexal <pii‘sii«ni r^dating t<i 
luoiny. It will bt‘ nnnondHU'od ibal. in t}is<*usNin„*jj iho laws 
ol va,lin^ and prio<n oonunodiiios worn divitlod uUo ihns* 
distiiu^i (’hi.ss{‘s, and iln*Hc tlirmudnsstNa Wiua^Hopantttsl from 
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iKwh oUu'r r(ssp(H'liv('.ly hy l.lu'. folh^wiug diaraotciistiea 
In i.lu'. (insl <*ln.sH W('rr. \)hmH\ a, 11 tUoHo iirtkkis whono 
supply was H.l)salui<(‘ly limit,( hI ; in tlm sncund class, all 
dm*(^ was iuchuitMl I,In* su|)ply nlkvhicsli wnnid, if 
iiiv()lvi' a, |)i'oport/inim,te (‘.Kpoiulituirc of la,hour a,mi 

ca,pit.al; a.ml, in i-tu^ iJiird ami last (da.HS, W(uv. cuiiniiu-atod 
all <^ominodi(,i(‘s \ylios(^. supply mi,<4‘lit Ik*. inc,r(‘as(Hl without 
any pra,ctic.a,l liniit-. 

The, conuuo<litios h<doiupu^' to t,lu^ second cla,ss w(U'c 
ticscrihcd in ^vmu\*d ttuans, as a.iU^ri(udtura,l fuul inint'.ra,! 
prodtuu^ T\u\ In.ws of ya-ltu* a,ml ])ri(u^ which a.pply to thi,s 
cla,SM wore expounded in ( Ta,pt{'r J11., Book III] Thcs<'. 
pa,rticula.r huvs tht‘n»Ihn* will hava^ l,o ht^ a,pplicd in onhu,* 
to cslahlish tJie principles wlTuk n^o^dado tlio vahu* of 
nuaicy ; heea-ust*, as a,hov{‘ nnna.rlusi, the va.lnc oF money, 
a,ml I he, value of tin', precious meta,ls of which It is coin- 
posed, ♦nre sytionymons expressions. It in hardly ne(u‘ssn,ry 
to npaait, (hat the lumhummta,! (conclusion estahlisluHl iii 
tln^ el)a,p((U’ just relernsl to, may ho oxpresHcd in the 
hdlowiiip’ way. If the dema.nd for a.oric.ultural or niineraJ 
produci' renders it. lU'eesHary ho t.o'in<‘r(*a,H(^, the siipply 
llja.t r(ss<u*t niuai, 1 m' luul to hsss productive sounuas, the 
pritat or, in tUluu* words, tin' valm^ of such |)roducc, will 
ris(\ in iU‘d{*r to (compimsnJs' tlu‘ a,uu'num(nd cost oF pro- 
dmdion. It. ht trtu' that this la.w is no(. l)roti|jjht so (lis« 
tuictly or SiO immedlat(‘!y itd,o opm'a.Iitm, in tiui ca,H(i oF 
inimu'al as in that oF a^^p'ieulttiral prodms*, h(s?a\ist'. mining 
is Far mort* spceidativt' a.nd nnctu’(.a.in t-han agri(ndt,ure» 
This tnuauiainty is nmststrikingly a.ppa,r('nt in tlmstunines 
whieh nr«' worked tor t lu' prt*eious nudals. dTits the goldr 
ditUpn^’of Aujitralia, has th(m‘ha.ra,td.m* of a, h)ttery. IF a 
man e(dii\n,h's a pith. oF^Ittumd, In*. (*a,n eahnda,te approxi* 
mately tln^ avtusiyy prodma^ it will yield, ?tn(! tlje profit 
(hat will ht' left (o him; htit a,it Aus(,ra,lian 
(»annot know ladur(*lnuid wlu*ttu*r tln^ (haim, upon which ho 
pnrtdunuM peuanissitm to di^4\ will provi* a, comph'h^ lilanlc, 
or will contain mtuhi'etH suilichuit t(> makt^ him a rich man 
in a h'W days, Altluapdi it may nppc'a.r impracticahlcc to 
apply the primsphns of (S‘omunic( sch'ncc^ to a hrantdi, of 
industry m^Hpeculntivt* and so irrcsj^nlar m gohhdi|(|^int;\ 
y(U. tlu^ Australian diggc'rs ms' of c.ourHC influctuuul, in 
c’ommeneint;' and continuing gold mining, hy Urn aV(s,'ago 
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juiuniMt of the gaiuH rcaliKod. If t,ho goId-fu'ldH Ihhioioo 
inon^ tmKluctive, a groidKir imiulx'r of diggcfH would fu^ 
aUraotod to thorn, and tho Haino (dioct wouhl l.(i produced 
if tlu) gold that wan hnuid licx^iutm tnon^ vaJuabh'. 

A-n-ioultural ;uid luincral i>roduc(s oouHiHtoid.ly with th(' 
huv-Tdawi <inuiu;iat(^d, hocoUH's luoro valuahh\ or, iu other 
words, risoH in itthio, as it htxumu^s luxu'.ssary to iiuavaso 
tho simply, in ordor to moot an inonswod dotnaud. An 
inon'asolriiomand for oorn and mo:i,t is causi'd by an in- 
oroasod consumption of food, and wo nro a.ll awn.ro of tho 
various droumstanoos which may n.lVoot tho doiuand for 
sucli minerals as coa.l, oojvpor, luul iron ; tlio demand for 
tlioso minerals inoronso.s with every exl.ension of com¬ 
merce. Let us, Ihorelbrc, empuro, 1 h_ thero_ any dilfer- 
ence in tho naturo of the cause's which idfect, tho de¬ 
mand for tho precious inetids f (hild (and the same 
remark apidios to silver) Is devoted to f,wo distinct pur- 

poses. . • t . 

1st. (Jold is einployi'il as an ordinary article of com- 

iiiin’ciL 

:2mL Hold is ih(i HtthHianrt* from whi(’h n ])orii(ni 

oftlui of luosi (‘ouistrifhs in tnr tilu' lar|j(t‘r 

paH of tlu^ gtild nnouaJly pr<nhu*(Hl ia (l(na)UHl io Uio last 
f)f two jmrposi's. 

(Sold IB, hovvtwaa', <aa])loyfsl in a o,vat varioty of ways, 
both in arts an<l inanufat^turos, lUif* it is ilUVitnilt iwani 
approximait'ly to ihStimaU^ tlu^ (piantity which is thus 
ahsorluHl From tho sta,tnp which in in this ^snintry plaml 
ii|)ou jjfold nnd silver pla,t(\ wo arn onahhsl to ascto'tain 
that tlu^. i^old plaU^ which is aainually nuumfnclurctl dmn 
not iu va.hu's ox<uhhI 40j()()h/, dim most comptU.out author 
ritii'H differ iJ^ivatly in tlnnr ca-hnilatitius with r('*(a,r<l to tht^ 
amount of ^'ohl winch is tausl in Jewt‘lha‘y, and in 

variouB otlnn^ ways, Mi\ Jacob snpposisl that, thirty years 
siiUH^ an amount of ,i(old etjuivulent to 2,(H)0,00()/. %vn,s 
thus aunuaJly ahsorlsni. If Ids thstimivti* was correct, this 
junount has ])roi)ahly l)emi now chnddiHl ; it is, ho\vevm\ 
j^naua*a.lly helieviul that Mr. Jacobs (wtimaUy wais much ttH» 
hi^iu Ata-nyra-to, tlie jL^iild wlbuJi is refpuretl for imlustriijl 
purposes <*a 4 uiot va,ry ^nuttly from year to ymn'* lleiUHs if 
tlu^ supply of ^old is Hudihady doubled or tredded, as it was 
^d)uut twenty-live ytairs siucu liy tlu^ discovery of tho rich 



(hi of Money. 

(It^posHs in AtU4t-mlia mul C^nliturnia, it is that the 

lati^n n<l<Uti<>nal supply uuist 1 h'. ahn<>st- iap.indy cuuv<a’fce<l 
into oohvMH\ It tliyn^Ioru nppisars, tluit any iiuavasi'. 
nr d<M’n'asn lit iht' (piantity uf gold wliinh is usinhis ahnust 
snltdy dnbnuniiMal l>y tlin anuauii uf gnhl whi(^h 1 h nuum- 
(iu‘l,urt‘<i into nnuun** \Vn must, t4u'rnfnn\ in invisstigating 
tliu d<'mHud tnr golth nupuin' into tlu^ rausns whin,h rt^gu- 
lat<^ thn quantity uf luunny \vlii<‘h (‘anh n.uttni.ry may ns 
quin*. limrn is lit tin difruntlty h\ <'Xplnining t>Iu'> nircum» 
Hiama':? uhii’li mgulatn tin* jiartitmlar (liunand a country 
has hu' tliu %ariuua nomunnlitlns it cotrsunu^s. Tluis 
Knglnnd nniulN :;u many sunka of wluavt, h(s‘;ursi'. tlu'.rc an^ 
a cauiniu numhur propIn to hn fnd, '‘riu^ <pjH.ntity of 
cot toll qoinl s whinh thn Kngliah niumally rntpiini for tlu^ir 
own uat‘ varina with thn prinn at \vhi('h t.lnNsn goods (^a.n bn, 
Hohl: each iutn<‘n^;iivn rnduclion in \moo givns a grca.Uu* 
muuhnr thn puw«*r tt^ pttmhai^n tlnan, and ctm.snipn'utly Uu‘ 
dnuiaud innrna d’s ivi thn prin<» k rtshn‘«uk Mugia-ud’H gold 
nMnn‘,u\ at thn prnat'ui tiima may bn rotighly t^sUmaitul at 
4.u{){H)J)tH)/, atmlinq; nnnh ynar» on aji a.v('rag(‘, about 
\i addf‘d in thin noitnigu; this, thnindtiria may 
appru,\imatnlv bn rnqardnd us thn amount of gold wbic.h 
Knglaml annually inquin*.-! to maintain la^r nud-airn^ <nu'«* 
rnnny, thU h;n; Knqlaud thin particular dtana.nd 

ft»r gold coina*o^ ■ \\ h v nhoukl *;hn not, keep in (^ircul'i"' 

tion tvvinn an much yokl coiuagn f In i;'iviug an a-uswta* 
in thfv.n tpU' diunn, an n\planafion will bn afforded td* tla^- 
prinniplc i whinh tngpdatc thn tlinfrihtdion of tin* pnn'iona 
mnlaln over thn vari^un nountrin'S t»f thn world. 

It Would tie Indtor iu tlu' tirnt jdunn to !itlppo.S(\ for thn 
niikf' id' isiiuplinity* fhai Kiiglatni hna no oilinr momy i»Xi:cpt 
It iindalhn coinagn. !i wilt nfti*rwartia tnamidorud 
wlnd‘hnr thn ctinclunionn which arti arrivinl at, an tluw 
MUpp*riition, havn in any way hi la^ imKlifttnk hnciuiHU 
Knglaml pon'in.^sna paper luiunyi Htiidi aw hank’^iiotuH, in 

inldilioti to her tnunitgn* 

li will hn nnnnaaar)% an a |irnlintinary ommiry, to iii?cia- 
tigain thn gniinrid naitt'inrt that rngttlati* iliti quantity of 
luoiiny which a tiitlioii rnqiiir«*a in koop in circulation# 
li iH 'alunmi iintf fwddnnt that the intantiit of niormy which 
a nation nenda niiwi tacir aotiiit piHiptirtion to ita wtudtln 
Kiiglaiid iiiiiniiilly |irot!iiccs and acoiiinulatcii a lutmli 
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a,uuKml; of wealth than Irohuul. A inut;li lar'^cr 
(|uauti(;y of ootntnodifcieH will tluu-oforo (^aeli year bo bou'dit 
and gold for inoiuy, in England, tliau in. Lrejaiul; in order 
to carry^on this exoliiiugo, a greater amount oi'inoney will 
no required in the one country than in tlm other. The 
popujation of England also much (ixuauxls that of Ireland, 
tnglish lahouvers are certainly as well rmumierated as 
Irish iahourers; wages u.re gmu'vally paid in money, and 
Ihere.lore, a,s iar a,s (iio payment of wagu^s is coiKHumod, 
England will riximre a much greater amount of money 
than Inhpnd. Ihit we iuhmI s<!a,rc(!ly rema,rk liirthor upon 
this subject, as it nuist he evidtmt that, the amount of 
money whi(!j» a naiion iXMpiiix's to carry on all its trainsao- 
tions of buying a,nd whling must bear some lu'oportion to its 
wc'alth aiul p()|)iihUii(>ii. I’Ik^ (‘xprtsssiou ^mnw prch 

pur/,111)1, is ailvisedly used in. order to warn tlui student 
against the fa]la,(!y of .supposing-that the money which a 
conptry k(>ep,s in eircnlatiou is a,n a,ce,urate meiisiire. of its 
iial.ioiial wea.ltli, ^ d'he error of such a supposition will ho 
clearly shown, if the mode of conducting the tra-do and 
commerce of a country is for one moment considered. 

A vast, a-mouid, of wealth is daily bought and sold with¬ 
out the iransfer of any money; id fa,ct, it is not too much 
to shUe, that inoney is ra,rely employed iw any of tlurso 
la.rge tra.nsac(ions which iionsiitute whole.sa.le trade. The 
Leeil-s inamifaeture.r who imrchases wool from the stapler 
pays for it by a checpie, and not by gold or silver coin; and 
when ho sells the cloth which lie has manul'ae.tured, he 
does not receive gold or .silvo.r from the purchaser, hut ho 
is invariably pa,id by a cheipie, or by a- bill of e.xcha.ng(x 
The. cheques and hills of exchange which he may have 
thus t,s.siied on. his own credit are returned to his hank, and 
the a,mount of money which they represent is deducted 
from tlie aggregate amount of hills and cheques whieh. he 
may have ixioeivod from others, and deposited at the same 
ha,ijk; the hahuiee which is left n'presents se much wealth 
which tile, niamdacturor keeps with his hunker, either for 
pmq)o,ses of convenience or for security. .It thus a,i)pea,rH, 
that a manufacturer who may produce in the course of a 
yoar l()(),t) 0 (U. worth of, cloth, may never have in his pos¬ 
session a greater amount of money than is suflieiont to 
pay tho weekly wages of his labourers, and to mako such 
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daily [>aytu<'UtH nt‘t' usually diatdiarg'tul l>y roady 
nionay. 

Ah anoiliar illttaimtinti, it may h\ Hta.tr<l iliat an in- 
dividual wIukha p(‘r;amal r\|Hmiliturn i.a \i)i){)l, a yra.r, laa'd 
navAV havA min'A than a. vavv amall aiuuutit ur'miaay \n 
Ida ]n»!r.cH4i{m at any nt\A tiun\ Ua will diHAha.r;j;A a,li liis 
laryAt' payintmia by rhAtiitA'^ atul Iia will (itdy r<M|uir(‘. 
mniiAy tt> pay wayAa ut lua la-rvantn, a.ml to nund'. 

small Atuu’Aut daily A\|»Au «rH, huaIu Ibr iiif4n-iua\ as buyiujjf 
ndhvay tiidiAts* paviuy, vaU farAH^ Aa, li. ta «*<mHta(\umtly 
mniiilAsi that tliA uiiUjAy wldali any individual lias in his 
ptjssAHsitiu fbnuH a. VAry in:d|pnrH%ant part nf hin ag,u;ri'^‘ai a 
W isaltln Althnupdi it is tlirrtdbvA imiHmsihh^ to IaJI, 
jViuu any df priori rAnsnidny* wladhAr tlur wtmlth of a. 
{'unidry in titty Hiuaj tn* n lumdrAtl tituAs as as (.Iia, 

ajuount ut niAnry whii’h k lu-pt in Ainadatiun, yrt it may 
uavaH 1u‘1as.‘; with At*i1ainty hn A(mAltniAtl t!ia.U as tlu' 
Wi*a!lh and p«jptdatiiut ui a. i’lainfry iiuTAasA, a ^p’An.i.tu* 
amouni aT wtadlli is liuttyjii amt snlil fur numty, Such a, 
{^imdusinn i^ tnurArt, lu'rausA idflintadi a ^rAat luumiut of 
wraith is A\rhanuAd wit hunt thA trairsfAr (d’ mmiAy fnmi 
tiUA imiividttal urndhAf, va! mntny ia lanpiinah a-ml is 
always tt^iAil in tsufidn ttansatUiun.^ mnl tlH\'5A {ramau’t.ions 
iurrAaju* ladh in nnml>Ar attd iti amtumi as iho WAalth a-ml 
popiitaliAU td' a. Anuntry iurr<sr>A, d'htta InJnuna'rs rtTAiva' 
i.htdr wnyra tti momy* TUa wu^'a fund of iIh^ Aunniry 
iiirrAiiHAs wifti many iidvanuA in its WAaltli, hut a, laiyAr 
wayy hniii imptiAs that n |.n'Aattn’ ammint of mnmy is I 
AtnidoyAd in pity in,g llm wiy^As of tlto lidamrArs, Af^ain* I 
Avury individtiiil ttniA'i namAy to disrhar^A moat of his 
HUialtAr piiyiiiAiits* aindii im Itn^ pnrrliimA of riiilwity tirknis, j 
tlm hiriitif nf ridw, f!in iiAiltinK ‘d’ IioIaI hilla* Iltii iw | 
tliA WAidlh and popuhitioii of a rotiniiy iiirrAasA, mnn'^ will j 
hsmipAid in rittlway iirkntM, Aididim*a» liotad-hills, iKa\, ntul, ' 
{niitaApmuitly, a gi'milnr nniAnitt of* nininy will Im riHpilrtHl 

for fliAjitt pUl'piiaiAi, 

In ordnr atitl fitrtlmr fti almw ilin diflhndty {»f aasigniag 
any dAftiiiln propoilimi t»At.wi«Ait ihi^ waadth i>f 11 nuuntay 
intll tliA amount tif itminy kt^pt iti tdrtnditiitm* it may bn 
mmdtonnd itmi ilm iiiinitnit tif timimy whinh i« TOptirud 
to iiirry oit tln^ tritiln nf 11 wiiintry miiy partly dnpund 
tijaiii till! intmlmr tif tinmii a iiiimmoility m bouglit attd 
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sold bcdbn^ it jh ccmstimcul To illuHira4{^ tlun^ 
that a .mck of dour \h bouf!;’ht a-nd Hold bai iiinos, to ton 
diderent individuals, Indon^, it nvudios tlu^ l)ak<u‘ w,ho 
bakes it, ami that (uieh tiuu^ tlu^ (huir is paid For in monoy. 
It is manifest that this buyiii^ and sidlins-;- will put as 
muck money in cireuhd.iou, (h*, in oljier words, will rispttro 
the use of as much coin, as if Um satdis of dour had lieon 
at oiHU' sold by the milh*r to iJu^ bakcn'. 

Sudic^ient ha,s now hvm said to c?Htablish tht> two 
followini,^ principles, whi(d» n‘.e:ula.t<^ the quarjtity of money 
riH|uir(sl t,o 1)<^. kopt in cinnda.tion : 

1st. Tlu^ a.mount of momy rispiinMl to b<^ kejit in eir- 
cukitiou (h'pends upon tlu^ amotmt of wealth whi(d» is ex- 
cip'mm'd for luomy. liems', ndFrin parihiis, tln^ ajuount 
of momy in (dnadation ou,e;ht to in(U'<‘as<^ as tlu^, population 
and W('a,lth of a (‘ountry ndvaju^i', 

^ 2n<h ^ Th(^ a.mount of mtmey rmpdnHl to b(\ k<q)t in 
circulation aJso ih'pisHls upon tlu^ nundHu* of tinnss eoiu- 
moditii's bou.idit ami sold for momy, In'ldn^ they are 
constmii'cL 

Tlu^ <(uestion now arisiss Do tln^ <‘a.nHtss jttst <l{\smab(Hl 
a,H iv^ndatinjj; tlui dmnan<l for the pnudous‘tiudnls, alTord 
any t^xplana,t.ion of the a^’muy by wldidi tht‘ <lema,ud and 
tlu^ supply of t,ht5 pnH'ious metals t«md to tui <upiaJity? 

With n^i^artl to any otht'r <‘ommodity, tlua't^ is, as wo 
have shown, no diniculty In explnanine tins pnaassH of 
(H|ualisation; for tlu^ ndjustmmit of tin' (hmuuid to the 
supply, and viao -arm/, is always (^llbct.ed by a risi^ tir fall 
in pri<'e. An excuNSH in the minply biyond the demaml 
numns, that at tln^ priiS' at wlfum any partieular articdi^ of 
eommerc(^ is oilered jor sale, thmu art^ not .Hidhini^nt pur« 
chaserH to iakt^ tln^ wlmh* (juantity whh*h is offoriuh But 
this a-ppmunt Hiipetihuty is, nibw nil, a inere ipnsstion of 
price*,, lor if^ tln^ prlci^ b«i lowt*n*d, mnv purehasm’s will at 
otK'ti (aaue into the mark<d(, and tlmre will (*easi^ to Ih^ ati 
t‘xe(%s in th(^ supply. As soon ns tln^ priis^ is Hullic’i(avtly 
redueed tlnnx^ will he pnri^haaiu's for tln^ whoh^ of tin* 
eommodity which is oilered for sale, Tlu^ dtnnami for a 
C(>tnnnKlity alwaysyant*s with its ehea.pm*ss, nIthou<,di the 
ratio of this variatiott (‘.atnnd, hcs numerienlly ih'liniuh It 
is not only didorent for <lid,l»rtnd* eontnuHllliim, hut it also 
alters with evtay change in tlu^ ia:onomii: condition uf the 
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M,r. (lludstono has boon cou- 
ii(lfiit_ m us buh<>t that, a n'duc.Uon of one hunclnHl per 
(Huit. Ill iho i.n<-u of iul'orior Fnmeh clarets wilf cause 
those WHO'S to ho intrchnsi'd hy d.-issiis of society iuthis 

o<uiut,ry who iiovor hoforo have jMuadasod tlunn, iiud that 
tluifoloro the oousuinption of this witK'.will iucroaso much 
more tlmn one hundro<l per cent. As another cxatnple 
it IS jM'i-hapH not too tn.icli to say that at tln^ present day 
oven llK' poun'st an! ^('in'ratly nhl(! to obtain as much 
broad as they iv.|mro, and therefore it is not proljablo that 
tlio domaiid tor hroml would ho douhled, or, in otlmr words 
that twice as mm-h lavad wmdd Is! consumed, if the price 
of hri-ad wore rediUN'd one lialf. Hut althoui,di wo cannot 
lt.‘foreliMnd dolmo the exact point to wliich'the price of 
any c.imrno.lity mu.Ht either rise or fall to adjust tiio do- 
mand (o tii.' supply, yot then' can ho no doubt as to the 
aot'uoy by which this adjustment is effected; wlum the 

... f l"' »ni>ply tile price will rise, and thus 

dimumih the demand; when, on the oilier hand, the supply 
exceeds the denumd. the price will fall, ami thus inereaso 
the demand. Hut it would lie naturally asked, (!an the 
detiiaml and supply ol the preeious metals he adjusted in 
the luuue mauiicrt for it may be said tlie price of gold is 
iuvarialile;_ it is lixcd by law at lU. tT.v. lOJi/. an ounce, 
and, Iliei'ctorc, it would .si'cm contradictory to assert tluit 
Jill ndjustiumit of tlic demand and supply of gold iseffeeted 
by a ri.'ic or fall in ite price, 't’liis is a diilieulty which 
lati.-ii rlanrly ax|)lHintnt. 

Uvvn iVrqtii'ijtly that tha ]m(U' afaiiyaoin- 

auHlity au axpivanion Nyai»nyjnous wilJi iU va-hio osti- 
niatint in nr in any nlInn* mih.staiuu? vvlu(*.h iw stdiK'ikHl 
HH innin^y. It thnri*fnri% an nviUnnt* (’tnitirjutir.iinu to 

apnnk ut ilia tlmmunl auU aupply af n’old ht‘iug‘atljuakul 

by a vmv ainl^ fall in iia \mvi\ 'I'ho prim, of in, in 
Inri,^ iiioaiiin|(loHM f*x|irt*HHiun, aineo, aoca^rdinij; to the 
Hignifioatioii ^wiiioli wn have Jtwt aikuditHl to tlui >vord 
prii’ta flu* prion uf^pdcl nu‘an« i\w va'luo of g(d<l (‘iHtinmtod 
in fpdil, and I Ida U a phram! wliioh (aui havo- no moaning. 
Lot, tlior<?fnr«% tlio oKpronniim, ^valiio of gold* be mb- 
atiintod fm* ' prit*o of gotdf nn«t thin HtdwUiuiion will cmabk^ 
'ur4 ttf onoapti from mir apparemt <lifliindty* The yaluo of 
gohl iiiaairiiioly variow in ilm invitrio ratio of tbo price of 
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conunoditioH. If Ui(\ prlaes of all conunotliUtss rist^ quo 
luuidnul |H',r lltt^ vnhia of jjfold failK ImmlrcMl ])or 
(huiIn, for tho sanu‘. (jujuttii.y of j»'oltl will <‘xrha.u^’(*! for or 
l>un*has(M)tily half a.H much of tauli conuootlify. in tho 
a,l)st'iuH'-, tluadon^ of n.ny (H)unkaia^ <*ir<nunsta.O(U‘H, if 
ilu^ pritu'H of a,11 <aaiinitHliii(*H Hho oiio^ liuiulrtHl pi'p 
twioo as much gohl or Htlvavr is risiuirml oaoh timoaiij 
oommodity is imnltnstHl; a4id lluvro muni ooumMimmily ho 
twi<*.o as much i!;'<thl aud hilvtu' iu tlu^ ctmutry oirt*,ula4.in|ij;' iu 
tho foriu <»r ima'uy. Tlio folIo\yiii|^ lalnciph' (\-in thtuvVoro 
booiuinciatoi!: llto ainouuttif ^>1^1 aol.ually iu tinadatiou 
varies, ru7cros‘ jatrihuH, in the direct ratio of iJu' prict^ of 
commodith‘S, li tlu* |U‘i(‘eH of all lauumotlitit^s rist% oatli 
purchast' nsjuinss an iuert'aHtnl aiuount of momy. Jltuuai 
men' uuuny is kt'pt iu (rlrtailatioru m\ in otlnu* words, tho 
t{ua,atll-Y <if iml-al t^niployetl is imu'riiHed, 

1lu‘ followin'^ is a summary tif tlu^ souit'wha4 comply 
(%a.itH! proe(^ss by which tlu' tpia-iitily of |p>hl autl Hilver iu 
cirtMilatiou is nyulalinh 

^lla‘ < 4 ’raalm’ i:; tlu' <puui(i(y of coin iu (Inailatiou, tliO 
hi< 4 ’hcr. co’Pv’/x/aoaVo/s, will In^ ilu* piict' of t'ommoditicH. 
But us tho prict' ol' comumditios rist's, tin' vahu' of 
(a‘ (lu‘ vahu' of any thlua* sub?-;lauct' tmt tl’ whicli ummy 
is maths dctdincs. If tin*- valm^ of p;ohl dimiuisht'H, llm 
prihiis of the uiima-s who pnolms' (hlaptihl must tlimiulshj 
ami wluai tla^ prdits art' thus roductMl many will bt^ dis^ 
courai'tHl from |.^tdd uuuiuc;, nod tlu^ supply of |,ud<l will 
tHHistapumily be also dimiui:.lu‘tL 

Wtmshall now be abh^ reatlily lo explain (lu' uusuih by 
whiiditluMlmuaml ha* otdd is etptalised ttt its supply. It 
is mHa^Hsary iu tlu' hrst pluct' to em(uirt^ wliat is uusnut by 
a country's demaudfttr the preeintts nuUals; in (u'tha* to 
Himjilily this em|uirv. h't it bt^ supposed that studi a imd.al 
as g*ohl is employeil for no otlmr purpose t^xcs'pt to ho 
coimnl into money, d1us supposit ion will mmli simplify 
the iuvi»sti^atimu aud will not, iu any aetrlble def^ris'allect 
the (’orrei’tmrss of the ullimatt* coutdusious; fta\ as pn^^* 
viously statmb the= quantity of *(old useil for tlu' ordinary 
purposes of art and manufacture la hubjiH’t to very huudl 
varia4ionH from yiair to year. 

According to this assumption it will In* tnuTeet (o say 
that tho amount of gold eoinage wli'icb a country requinm 
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drXanmm^ iln for «ul<|. It )>.,« already boon 

IV,narked ,n t u.s ..In,,,do,;. ),ho auunnd; of adnago 

wl.io . a^ <-on„«,;v koops <a,v„laiior, ia primarily 
jtulatod by (ho a,„t w,.a,lth which ia C!x<!l,aii4d for 
money, and by (lie mnnhor of timoH whicli any of tlu, 
lliat, nnniumr. thiM Wi‘iilih iutU)i)Vigh|/aii(l 
It, in t it‘ nhiU'iM'r aiiy 

H wis-dMi wtav d<aihlrd, and if in uv(n7 tradiinr 

( .•anNiu-ln.,, the annainl, of wait,!, Iion-bt, and Hold woiv 
donl.lod, iMiplaiid would i-o<pd,v l.wioo ais juuoli tnonoy in 
ui-dor (o oiloot her (ranaaotiuna of buyin^r „,nd Hcllin«-, But 
in wlial ;.on-.o in itu inoivaHod ainmmi, nfiiionoy iicumsary? 

hal Would bo (ho oonHoijUouon if a lartfer lunomit of 
money woiv nol brouohl, min oii-oulation V 
ianemv ill bo annwo.-od by ahnwino', in the fir,st, place, that 
fho uioia-aM'd ,p,an(t(y of money i,s ,-o,)uired in order to 
jnvMono e.onoml pnooa unohauKod ; ami that, Hoeondly. if 
tlu> money wo,v not furl hen,,,i no the pi-ieea of all eom- 
mo, Idea would doehno. o,- in other ^y,u■dH, tl,o value of 
wiMHu hr nnn*t%nMrd» 

An in\.-;,i,;uitlo„ of the follnwino' liypo(.l,eti<-al oaKu will 
htuiNinnItatr Uir;ir prupuHitmuN, h<d it hr MU])jM)S('d thnt 
l-hr uiutrt'tfu wntdn u{ l‘nif4inj}irH rtiiii’n |u)]Hda,ti()n a.r(^ sud- 
ilonly doubled, ami thntau adeipiaie aupply of eommnditiea 
in f.pontaiieom.Iy provided („ inei-l Ihi.s iileivased de„ia,iid. 
,\(to,d,n^t (n (Ilia liypoilioaia the aupplv of (*very coni* 
(noddy nseept money would be anomenti'd; <'aoli perHon 
who liefore purebaaeil one loaf of bread, one pound nl juoai, 
mill one eoa(. would now pnreha.nt' I,wo loave,s, two pounds 
111 ujonl, and (\Vo eoala, llutsinee he po,s.seH,ses lie more 
money tluin be did when his inaterinl wanl.s we,-e satislied 
wi(h only ball (he amount of oommodil.ies he now reipdi'es, 
lie and evi-ry other individnal eat, only now t(lve (he wiine 
■piaulity ti( money Ibr^lwo loaves, two pntmd.s of meal,, and 
Iwo euat'i, a i they befoiv i;ave for one |oa,f, one pound of 
meat, and one eoat,. If, Imwever, (his be tl,,* east,, bi'eadj 
meat, i’inlltea, and ev,<ry ntlii',* nrtiele inust have declined 
mo half ill prion. It ia ihnrofnre evident that, in this 
maj 4 imiry oaKo. whom eimumsUmeoH have occuiTod which 
Imiblod !lti« deiiiaiid fur inoney without its Hupply being 
uomaM'd, the prion of all eonnnoditioH will bo aitnhiished 
mo half, or, in othm' wnivls, the value of gold will be 
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BOOK In. (loabled ; buyitig aiul lM>W(^V(n\ will tu>i IxMiiU^r- 

. fonxl with, tho p(',<)])lo will not Ih‘^ pro.Vi‘hi.r<l HjitiMfyiug 
their demand for conunodit/u'^s, nor will U‘hh maU^rial wealth 
be produtuHl and (*onsuni<‘d. 

Again, it wouhl ho na-id tluit a nufion nMjuireH^ and 
timu m tbore.forcj ban a <l(anand for, a grea.t>or (piaut.ity of euituige, 
mMrl if her ])oi)ulaUou and wealth should itierease; Imi, in thin 

hk. caH<\ tlu'. gri^aUu' <|ua.utity of (‘oinago is najuinal in or<l(^r 

to pnwi'ut ))n<H\s from <le,elining, lor it th<'gnuitia* (luantity 
w<a‘e! not fort.li<a)ming, trade would not be prevcaitiul from, 
dtWidoping, the. |>rodu(^ti<m (d'W(vdi.h wouhl tmt. b(^ Htopjxv.d^ 
but the pri<’eH of all (‘(unmoditieK wottid iru'vitaJdy deeline. 
This gtUHU'al (hadine in prita* is <piitt‘ as undesirable m 
a genera,! rist' h\ pri<*t^ for if prica^s <dther smblenly iis(^ or 
suddenly fall tln^. <am<Htions of (‘Very moni(Ml (a)ntra.(di are 
imm(‘din,l('ly a.l((‘red ; tln^ a,unuli,ant, f(n* inslama', who is 
in thi^ nuanpi. of his 100/. a yu'ar, may sudchndy iind, if 
th(‘r<^ is a g(‘in‘ra.I rist^ in th(‘ prits' (jf (‘onmuHliinss, that Iuh 
annua,1 in(a)nu‘ is only (uit' half ns valuabh'; or, in oth(',r 
words, will only pur(’ba.s<‘ him om‘ half a.H iinudi (jf tho 
n{H‘(*ssa,ri(‘H and (‘ujoynu’ids <»f Hie, On (he (dluu* hand, if 
print's sudthndy fall, (he bnnltui of any liK<‘d nujiny pay- 
numt will bt‘ a,(> oms' iu(*r(‘asi‘d; (Imn (In' farnnu' who ih 
lanuid to pa,y oOO/. a ytanr as rent to Ids luudloid might bo 
m'rionsly impovtuiNlnnl, laaamsi' (Jus bOO/. wonld rt‘prt‘Si‘nt 
twie(' as mindi agrieulturnl prodma', \l is, ihen'fon*, mostf 
d('sirabh' that (In', va.lnt' of gold slnndd nnuain as (aumtant 
as poHsibha Uetna% if u-ti inename of popuhditm ami wtadtJi 
<uuis<‘s a* eouidry to re(|nir4* a. greu(er aimnint of (annage, 
tin' (kuna,ml for gohl and silvi*r wldeh is thns prodmsHl 
t n^pn'senl.s a, rt'al want. 

Themmtfjt : Although it is ehairlv imporinnt that prietss slnndd not 
'Hrkr. of ‘ vary, tlu^ (|tn‘s(ion now arist's, Why slnndd pritaas happen 
s wluit liny an* a,i any partitadar tlmef Why, on tiu' 
t'tlhif fOnt' hamb should (lu'ta' not havt^ In'en n. smalh'r prodimtlon 
I of gold, ami lower prita's tu' \vhy» on tln^ other hand, 
shoulii (.Inns' not 1 h' a gnnd.tn* pnaluetion of <(old, and 
' ' higlnn* |)ri<‘es? I'ln' g(dd mimas of the wtuid havt' never 

. in om‘. year yiolded nnna' than a anudi portion of what 
I (bey might have yit'hled if m<na‘ labour ami eapi(n.l had 
I been (nnployt'd upon them, Ibit this imaH*as<al amount of 
I labour and eapital has not Imen (unbarkial in gtdd mining, 
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mv(UHCily for Uio Kamo, rojjHon that a gr(>atcr'quanlit7of 
labour ami capilaJ haH not boiui ('mnloyod upon tlio minoK 
of (!or.nvu,ll. If t,ho prioo <,f <.o,,por\von) gro'.tly 
thou (r.ni)por mining would hooomo a morn prof 1 tab]o mionn- 
lation. 'I’horo. would boa gn'utor iudnoomont olhnvd to 
oxto.ml mining oporaiionH, and an iiicrnaaod amount of 
coppor oro would inovitably bo rainod. If, on, the othor 
hand, llio vahio of coppor worn ilimiiuHlmd, the profits of 
coppor ininmg would hIko ho diminiHlmd, ami a .smallor 
ipianlily of copper ore wonlil bo annually ramod. If in 
tho Ka,mo way, l.ho value of gidd were to inoroaKO, 0 / in 
otlu'r wonlH. ifgonornl prici'H worn to doclino, an increased 
ipiantity of gold wonhl bo annually produced. If, on tho 
eonl.niry. tho valno of gold winv to fall, or general prieoH 
to Hho. the pnditu of gold mining would bo dmireasod, and 
tho annual yield of gold would diminwh, beeauHO with tho 
diiniiiiitiou in the prolitM of g,dd mining there woiiM bo 
loKH hulueoim-nt to employ labour and capital iiiion <mld 
iligguig. _ An uieroiiHo in the doniaml for gold is evidenced ' 
by a fall in the price of eominoditioH; but, as wo have just 
stated, nueh a, bdl in gumoral prices Htimidati's an inetvasi' 
in tho annual yield of gold, and in this manner an agency 
iHconstaully brought into opern.tion to (spialiso the supply 
oi gojd to^ the demand, or, ju othm* words, to prt'sorvt^ 
a uniformity of gmiend jirires. 'I’lio process is'exactly 
analogoiui to the eipndisation of the supply to tho demand 
m tho case of every other commodity. If the demaiul for 
eotton_ goods increases, the prici' or’ value of cotton goods 
will rise, but a rise iu iht* price of eott.ou goods causes 
their supply to be also bnu'caicd. The reason, therefore, 
why there is an apparent ('xception in the <'ase of gold’ 
atises from this inrcumstaiice. An active doinaml fmmmy 
other eummodity is charactoriHod hy a rise in its prioo o'r 
value. _ 'Flu* suine Indds true with regard to gidd, hut since 
the price of gold is a mnaningless e,\preHsion, it is ms-es- 
sary t(» say that an incrcasctl demuml for gold signilles a 
riso in its value; a rim' iu the value of gold can, however, 
only he shown by a fall in genera! prices. 

The leading nrnneMttimw estahliHlmii iu this ehaptor are 
hriclly these : ^ If tlte demand for gold increases witlioid, 
Ihn HuiireeH of its mtpjdy bi'cnming morn productive, the 
imjrntmod (ptantity of gold rmpurotl will bo obtained at 
F. M. jj u 
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result must b(3 tluit the value 
v__b_^ gold will rise. An increase in the value of gold must 
shown by a fall in general prices. If, on the (ttimr ha: 
rich gold mines should ho discovered, an<l the oust of < 
taining gold should ho lessened, the su]>ply of gold will 
increased, and its value must inevitably dociitie, uni. 
circumstarrces should simultaneously hn.]i()(3n which slun 
cause various countrie.s to re(|uire a grc'ator- amount 
gold money. If such circumstanci,« should occur, ji.u • 
crease in the demand for gold might be crojUnd, n.iul 1 
whole of the additional gold yielded might 1 x 3 n.bsorli 
without the value of this metid being (h'c.n^ased. If 
the other hand, no ciroumst;uu!CH shot'dd otsiur t.o iimroi 
the demand for gold, the iiuirease in the su]ii)ly of g, 
must (!;t,usc nMlccreaso in its valms. But a dimi'mitiou 
the, value of gold, or, in otluir words, a rise in geturi 
pnctis, creates an increa,s(id (mi])loyuu!nt for gold, ljoca.ii 
if the price of a (iommoility is iiicreasod, a greater a,rft(m 
of moiuiy is rtu(uirod to Im used each time a commodity 
(Ui(i sold. Jj), this wa.y tluj Hti|)ply of gohl wilf 
always (!(|uali,sed to the demand, because, as tin* value 
gold hecome-s deprec.ia,ted by atx iricreast'd stpijily, f 
<h;m!Hid for gold will also ho iiicr(3;iS(3(l in <>x;wd, pinporl.i, 
to the amount of this deprecia.tion. Tims, if tlni value 
gold is decreascid oiu; hall, or, in otluir w<n'dH,g('ncral prii 
are douhhid, the (piantity of gohl money’ivqnired w 
also Ih! d(nd)U!d. This process oi e(|ua,lisa.l.ion is inoreov 
assisted hy the two following cire.umstn,nceH: 

Cimm- In the first plaas as the value of gold. <liminisli. 
wlk/i!h’lid duautity of it will hes n.sed for ))urposes of n 

/u ‘'’’"i manuta.cturc, and in this way a portion of tlio a 

t/uukitimid ditional s^ipply of gold imiy lx; iihsorlxid. 

t'wZl <l‘'(!i-easti in the value of go 

('■•xeitrS ail influence! to limit the supply, lxH:ans<i go 
mining will k) rendered hiss ])rolitahh!, and ihcrefon'^l 
least pnxluctiVO mines will gnidually aiiise to Ixi work' 
■It wdl ho shown, in a future (ihiipthr, l,ha,t tlui tirincipl 
just (iuuuciated render u,s much jissistamui iu determiuii 
(he eilects which have bccu produwxl hy the ixieeiit ■m 
tliscioveries in Aiistralia and California. 

Wo have, in this chapter, e.xplainod the m,aimer in whii 
the demand for gold is eiiualisctl to its supply in tho ca 
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of the countries -wliicli produce it; but otlior couutrios, 
such as our own, yield no j^old; it is obtaincxl outin^ly as’ 
an imported commodity. It will thend'ore necessary 
to call to our aid the principles of intc.niatiomd trade, iii 
order to exidain how the (piantity (d' f^old is regulnited 
which a country like Engh-uid anumdly retains for I,he 
purposes of coinage. The'sid,)ject of iiiteniatiomd trade, 
will therefore bo con-sidcrod in Iho iic.xt chajdier. 
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rpTIE advautaocfi wliicli a (;i)un(,ry dorivnH from lorniffn 
I, (irimiiuircc luu.st bn p.ab'.iil; to (,lu) nio.sli iiaHual ob.si'rvor. 
I5y foroigu coimnoroo a country obiiiibiH varioii.'^ coin- 
nioditics wliich hIui cannot produce liorHcH’; her people do 
not porhapH piWHCwH the nupiiHitn .skill, or her climate and 
other eircumstanccH ot her physicail condition are iinsuited 
to the growth and inannhMtture ol the productH in ipusstion. 
Ijori'ign cenuuerce therelore extends the range ol' inan’n 
enjoyinents; he is not conlined to the prodiK-ts ol’hi.s own 
soil, hut conunoditie,s are brought from every region of the 
world to minister to hi.s wants. Foreign cominensi how¬ 
ever confers another advantage which is eipially important; 
a single, example will show how greally fiindgn trade 
stiumlatOH the production of wealth by iimreasiug the 
efticiency of labour and capital. 

tf the economic cotnlil ion of two countries is considered 
it will at onco bo perceived that there is the greatest pos¬ 
sible variation in the relative, advantages which they 
respectively po.sso.SH for the ijroiluction. of'various comimi- 
ditie.s. her instance, the mixture of coal and irou-stoiu', 
in alternate scams, gives England a striking advanlage in 
the mannfactnre of hardware. On the other liaml, aeoimtry 
like France has peculiar facilities for the growth of wlie.at; 
her land is fertile, and her labour is cheap. It may tliere- 
lore he a.sHuiucd that in Fngland iron is <ioniparatively le.ss 
costly to produce than wheat, and that in France tlm 
production of wheat is comparatively less costly than that 
ot iron. In order to explain the advantage, wliich each of 
those countries derives from trading with the atlior, lot it 
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_l)c HiippomHl that; in Kriuic.c l.lio ])ro(lucl,iou of a ton of iiiT 
irou mnaroH aw uuioli lalionraud on,ratal -m riw> /i r ^ 
of twouty nadas <,i' .Loaf; l.ut ^ 

<n.an .ly o xvm ro<,,>,n-,s as nu„,]r laboar and (.ai.ita, ,s 
•woul, ,m).broo t,(,n KiU'lvH o whoat,; tl.on inni, od,in aUnl n 
whoat, ns tw.co n,s ya ua.blo in Vvaxxm as i„ iChx S 
•Itn,Inland |.iion;lo,v in,-h|, any i,, FraiunwdtwiH bcMri' t 
to our .r.ulnud mlvnntn^u if you will lot nio supply‘S 
with iron, a,ud vihhuvo Iroiu you wl„ui,(; in (‘xoIuino 'L-it 
borHup,,oso you givu rno f.firn.u sacks of wl.oat "for ..adi 
l,<n. ol mn. that I s<nul you. tlion W(! shall (>a<d. an,in (ivo 
sjM'.ks ol -vviioat ou ..vary transad ion; if you ina.u,fa(d,uro 
tlio ton ol iron yoursrdl, it would cost you as inndi .,u 
twenty Haijks of wheal,, whc,va,s you only 'hava'to 
Id ,ecu .sacks. On the oilier hnnd, I should only he ahl<> to 
^uit ten siudes ol wln-atlor a Ion (d‘ iron, if | sold the iron 
in my own country. \Ve therefore each <,f us ohlain • 
pro .t upon the transa.d,ion, which is represented in v n'e 
hy live sacks ol wheat. This is a nren,t -ain and n r■ ' t 

»v,„K „f f,„. u,„ „„,i„ i, 

]H*nsu. 

In nr.lerl.hat two countries sh.udd enj.iy tlu.se strikim- 
ulvantnt,ms wind, liave just h.wn pointe.l out as r<.,sul,, " 
h-om Innufpi e.unmerc.. it is nut lun.e.s.sary that of tlu. two 
nomnushties .-x<din.ne.-d th.‘ first .slumId he. d.‘nr..r in (he 
one country than u, |,h.- .ither, multhat th.‘s.-eoud ..oin" 
inndi ,y sh.mld Imehenpor; all ihnt In neee.s.sarv is thnt in 
the twn cmutries there should he a <liiren.‘ii<.e in ’the 
iflaUi’t. value td the eoiuiuoihiicn which are excliaiunnl. 

■ ' '''' ''nry importaiit to hear (his remark in mind ; il,s tnitli 
.nay he illiistral.e.l hy m, esaniple. Suppo,s.> th.. isrst price 
ol _a ton ol iron produced in Kranee is ;!0/., and (hall the 
jtnee ol asa-ck ol yvh.sit is ;!0,v.; a (.on .d' iron would 
uTejore i.xdmiige k ranee for lawnty na.des of wheat 
•Hid,, m I'm)4 and. a i.m ol iron is iiuppo,a.Ml (.„ (-xeliaime for 
o dy ten Hiu’kH ol wlmat. hot it th'uvfore he considerod 
that a tun ol iron ni KiiHhind is worth ID/., and tludasaek 
ol wheat is worth If Wlieat nml iron ar.' ther.dbre hnth 
d.eapern, Kn^rland than in I.Vaiiee, hut iron is throe times 
as dear in i; ranee as in Kiinlmul, and wheat is only ene, 
and a liiiU times as dear, d'hnre I.s therefore a difren;nc...i 
in the ixmm value of wheat ami iron in tlie two emmUies, 
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and liencc a fortdign trade in thesis Lwo (;oiu,i)[i<,)di.ii(5H eaii 
1)0 carric^d on with groai advanlngt^ to the Lwo contiLriiiH 
coueorned. For if Fngland given Fniiico a Lon of iron in 
oxchaiigofor firtcen n;u;lcs of 'wheat, each e(>iintry will upon 
the trannaction obtain a. pvolii. whi(‘.h in vahn^ Ls to be 
estimated at live sa.e.ks of wlu\a.t. Jhit a.ll th(‘. gain wliic^h 
a;ris<is from this (v\(^ha;nge xvould Ix^ a.t onei^ lost if tlunn 
wca’o no dihennujc in tlie relative vaJm^. of wlu\*d; and iroix 
in, ilu‘. iavo countries, for if wheat a^s wc'll n,s iron wcuh'. thnui 
time's as dear in Fraauu; a.s in. Kiigiaanl, it would Ix' im¬ 
possible for Knghuid or .k'rajuu^ i.o r(^aJis<‘. aaiy prolii, l)j 
(vxdiajiging iron for wheaii.; (Ju' tra,nsa,e.tion would itivolvo 
hea,vy loss to <*ach ])ari)y, Ixxvuisi^ i.lns’e would hi', no profit 
to c<)iinterbab'ui(ai tln^ oxp<M)se involvi'd in exporting the 
conimodities from om? country to I.Ik^ otJu'r. 

In explaining the profit ix'.aJisi'd by iavo (u)uatri(^s from 
ro,r('ign eomnnaxHi, wo omitted to nuadlon tlu^ (uist of 
(xirrying tlnw' (unnmoditit's from one ('omdiiy to i.luj otlu'.r. 
''.rhis cost of ea,rriagv, lias, of coursi', to b('. deduc.b'd whtm 
('.stiinaliing (Ji(i aggrega.te gain, resulting from foreign trade, 
ddiis itmn must, not only bi^ (Muisidinuul, but it will b(^ also 
mau^ssary to point, out tln^ (%a,us('s which tix the ('xact 
proportion of tln^ wholt^ iiost, of (%'irriage whieli Is borm^ liy 
ea.<‘.h of tlu' two <;ountri<‘s. It will, howiwi'r, nuudi simplify 
onr invt^stigafions if for tlu^ prosmd- the <‘onsidera,tlon of 
tlu'. cost of (‘a,rnage is omit,ted. In onhu' still more, to 
simplify the snhjis^t, it may, in tin' lirst insta.inuH 1 h‘. as¬ 
sn nnal tha.t Mnglamfs foreign (omimuHa^ is n'strieti'd to tnio 
countrjg ainl that luu‘ exports to this eountay, and lun* im- 
])orts from it, are confined to two commodit/u's. Roverting 
to our formtu' exa,mple, let it he suppost'd tha.t Fnghunfs 
fonu'gu eommerci^ consists entirely in smuHng iron to 
Fra,n{!e, a,ml receiving whea.t in ('xehange Ibr it. As yet it 
ha,s only been proved that Fnghuid a,ml Rra.nee would 
l)o(li rea,lisc*, considerable jirollt if tluu’e was a dltrm’enco in 
ih(^ rela,(,ive value of whea,t ami ireu in the two couutriijs* 
It lias beim. sliowa above, that upon evany ton of iroi.x ex- 
p(,)rte(I, Fnglautl and Fra,nee ndght both obtain a profit 
mpial in va,lne to five sacks of wlieat> if a ton of iron were 
worth twenty sacks of wheat in Fraiu'e and Um sacks in 
Fngland: this particular profit wa)uld manifestly be realised 
if fifteen sacks of wheat wore given for one ton of iron. 
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But the questiou now arises—Is it necessary that these, and 
no others, should he the terms of the bargain ? Why 
should not twelve sacks of wheat instead of fifteen sacks 
he given for each ton of iron ? The trade would still bo 
highly remunerative to each country, although the profit 
resulting from the transaction would now be unequally 
instead of equally distributed, for Trance would obtain a 
profit represented by eight sacks of wheat upon each toix 
of iron exported from England, whereas the profit realised 
by England upon the same transaction would be no more 
than two sacks of wheat. The terms of such a bai'gain arc 
certaiiily not regulated by blind chance; the buyer and 
seller in the transactions of international trade are shrewd 
merchants, whose business it is to buy as cheaply as they 
can and to sell as dearly. We will therefore proceed to 
describe the manner in which the bargain is ultimately 
adjusted. 

If England could receive fifteen sacks of wheat for oveay 
ton of iron she exported to France, the quantity of iron 
which she would be willing to export upon these terms 
might be greatly in excess of the quantity of iron which. 
France requires. If this be so, then the supply of iron to 
Fmnce would manifestly be in excess of the demand; it 
will therefore be necessary to consider how the supply 
may be^ equalised to the demand. In making this in¬ 
vestigation it will be shown that the process by which 
this equalisation is effected exactly reseml)les that process 
of equalisation which takes place in the case of com¬ 
modities which are bought and sold in the country whero 
they are produced. 

When the supply of any commodity is in excess of tlio 
demand, the commodity must be cbeapened in order to 
equalise the supply to the demand; by cheapening the 
commodity its supply will be diminished, and the demand 
tor it will be inci'eased. England, therefore, will be com¬ 
pelled to offer her iron to Prance on more favourable terms, 
if tile quantity of iron which England exports is more than 
suthcieut to meet the demand which Franco has for iron. 
Bet it therefore be assumed that France only gives Eun*- 
land foul teen sacks of wheat instead of fifteen for each 
ton of iron. This change in the terms of the bargain will 
manifestly exert an influence in two distinct vimys towards 
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(H|ua.lLsing tbo (loinaiul for iron in Fnuico to Llu^ Knnnly 
wliich in imported from KiijLjliMul. 

In tbo fo-Ht place, tbo prolit obtained upon tbe tranw- 
action by tluj Enf^liwb mji.nufii.c(.ur( 0 ’ of iron will bo <li- 
miniKbed, and tberefore In', will !)(> inducc'd to export, a 1 ((kh 
< piantity of iron to bVanee tlnin lu^ did when (iftoen wackK 
of wheat weni fi;'iven for (s-utb ton of iron. The. supply of 
iron to France will in this ina.nner bt‘ deen'awal. The 
de)nn,nd for iron in .Fra,n(a^ will, .'i,t, tint winu! I.inie, b(t it»- 
ercased; becinise if any commodity is cben.pm- tb(‘ dcmiand 
for it ;dwa.y.s Ixicomes H'l’^'-d'Cr. Iron mu.st numifoKily be 
<be.apened in Framas if fourteen Hacks of wbi‘a,t insti'ad of 
filbu'ti are rfivam for each ton of ihm meta,l wbi<'b i,s im¬ 
port,ed. If, bow(w<'r. tliiw altend.ion in i.bo term.s <d‘ the 
ba,rgain is not sutllcient to e(piali.se the demand i,o tbo 
supply, a.nd if the (pnmtity of iron wbieli Mof^land i,M will¬ 
ing to export, Htill exceed,s t,be tpuuitity wliieb li’ranco 
reipiires, tbe tc'rm.s of tIu^ ba.rg!un mu.st lai linilii'r a,lt,(>r(id 
in the samt; dire<ition. It ma.y, i.lu'nd'ore, be a,HKumed tliat 
England will be (imnpelle.d to oiler Era,net' iron at tiuf rate 
of thirb'cn insU'ad of fourtemi siicks of wheat fir (s-ndi ton 
of nmlal exported. Ec't it, therefore, b(! .suppowal tiiat 
tlu'seare the terms ipxai which this inl,ernationa,l tra-de is 
tina,lly adjinsted ; thirti'cn sa<‘k,s of whe,a,t, bi'ing exidianged 
fir one ton of iron. Home important, propo,si|.i<iim may bo 
deduced from the descrijition which lum just been given 
of the internal mcc.haiUHm which regtda.i.eH the bargains 
of internati(aial trade. 

Ah a,n e.xa.mple, tim readm- will ob.smwe that the wbolo 
))rollt whicli a,ccrueH upon each tra.ima,cl,ion of international 
commerce is Hhared, betwinm the two tra.ding countries, in 
the inverse ral,io <il tlie diuiumd which one country tia.s for 

the commodity which it import.s ... tint other, 'riiu.s, in 

the case just (anmidered, tin- partition of the prolit bi«twoen 
Einnee a,nd England is maih' according to l.he billowing 
ratio :-yEng!a,ml upon each ton of iron t'xpurted obtaitm 
a prolit (Mpial in value to three sacks of wheat, whereas 
th<! prolit secured by Eratme is seven sacks of whea,t, or, 
in otluir words, more than twici* as mmdi as that which 
fallH to the lot of England. Hut if the diouaml fir iron in 
France should increaso, Franco wonid obtain a smallor 
Bharo ol the prolit, and England of course a groator share, 



377 


Forc.Ujti (hmmmm or TnfsniaMoncd Trade. 

Thin iH’opoHiiion, afti^r wtiai han hovn HiaUu!, can Hcam^ly 
lumi mxy (explanation. Wlnoi ihlrttHni Haokn of wluat arc 
givten for (MU' ion^ of iron, iluert' in a, (Mniuin dcelinito (piantity 
of iron whi(’li Kngiand in willing to (export upon tluwi 
ionuM. r>ui if (hiH parti('ular <|ua,uiity of iron no lomner 
HatisluNs Iho (hnnand of Kntn(u\ tluni Fraiueo, in ordor^to 
induce Kngland in tmul Inn* imro iron nuist oiTcer hitdujr 
torinM for tliia iron ; and llnis Krancce may, in (eonM(‘(pion(H5 
of Inn* in(nvaM'(i dtnnand i\>r iron, \n\ coniptilkul to giv(! 
ftnnrtiani naokn (»f wlunit inatt'iid of thirUnni for <nich ton of 
iron* TUr wUnlo^ prolii of tln^ trnnHaati(in will tlnni Ih^ 
dividt'tl iM^iWiuni Kranot' and Kngkuid in tine ratio of nix to 
fonr* innii'ad <jf in tin* ratio (d'amnni to thrtux 

Lid, m lunt (nupun^ what will hu tine <eHoct upon tho 
ratio in^ whii’h tla^ nggn'gnto profitn ane divided if the 
prodindion (jf oine i>f tln.^ ronunodiiitea inttnxdiangod in 
clnnrpinnal in Kngland, hut ind, in Fra,note, Suppoao that 
in Kiigland tmnr rich doponitH of iron one ane diHceovtenul, 
or thill, in ilu' procM^aa of nmtdting, nonue itnprovinnonlH aro 
introdu(*(ai which Vvmw haa ntd, intlitT tlue appIia,n(U'K or 
tlue (Mdtn'print' in adttpi, Tlu' ook(. of producing iron iniglit 
in thin niannor 1 h^ no niatiniallj diininislHui in Kngland 
that a ion of iron will Ih'Oouu* 0(|uivahMit in va.lu(e to (eight 
aatdiH of wlnait inntoad of ton, whihe at th(ssa,nue tinue tlnene 
ia no dindnuiion in tln^ coat of prodiu’ing iron in Lrameo; 
and tlnoHdon^ in tliat country a Ion of in»n, if no KupplioH 
wtu’c' ohtaiued from (dlu'r teountriiai, would Ih‘ ntill (upiiva,- 
halt in value lo Iwtuily an<dvH of wlaxi-t. ddue whole profit 
which will now n^snlt from tin* intm’iehangce of iron for 
wluart hctw(nm Kngland and Fnimn* will 1 h^ n^pnescenUul 
hy twidvc iinrka of wlnnik inuL'ad of by imn Tim (pusstion 
thondhro nrim-a. Will Kngln*td ho aJrlV to a.ppropriatte to 
h(U*atdf tln^ wlndc of tho additional profit? d'hat nlm will 
lai ahio 141 do ho may at firat aiglit hihuii proliahlo, lioeauHo 
the iinprtivmncnta or dincovmaoa wlutdi ImviudmnpmuHl tho 
cost of iron aro duo mitiroly to linr, and liavoaHyot oxortod 
in* idicet in dimtnrihing tlm ooat <*f producing iron in 
h'raitoo, Kinglaiid liaa iirovioualy Ikhui <»htaimng from 
Friwioo tliirtiHUi aaoka of wlioiit for oimh ton of iron* If 
Fraimo whwo wiilt to oarrj on t!in ooininoreo upon thoHo 
toriiiH, now iliat a ton of iron ia only worth eiight Hackn of 
whimt ill Knglfuiili fclici profit obtained by England .would 
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wLff \ sacks of 

Jlaeat; she would thus appropriate to herself the whole 

advantage arising from the dimmished cost of iron • France 
^lU having to give for iron exactly what she did before 
-But the competition of the EngHsh iron masters will in- 
evitahly prevent this taking place; directly they find that 
the profits obtained upon the export of iron to France are 
so greatly increased, they will be anxious to send a much 
larger quantity of iron to France; iron will, in fact, be 
forced upon the French markets, greatly in excess of the 
quantity required. This is sure to be the case, since before 
increased exports of iron were encouraged by high profits 

stonir^TfipT “ J’rance was exactly equalised to its 
supply. The terms upon which the trade between France 
rtf IS conducted must become less favourable to 

the latter country, in order to induce England to export 
less iron, and also to induce France to purchase a greater 
quantity of the iron imported from England. In this 
manner England may be compelled to accept only 
deven, or even ten sacks of wheat, for each ton of ironl 
We have here siinply to repeat, what was stated in the ' 

bargain 

IS finally adjusted depend entirely upon the equalisation 
of the demand to the supply. If, when a ton of iron is 
exchanged for eleven sacks of wheat, the quantity of iron 
sent to France is in excess of that which she requires, the 
erms of exchange must be again adjusted; it may for 
instance happen that when only ten sacks of wheat are 
siven for one ton of iron, the demand for iron in France 

riif supply: if this be so, then ten 

sacks of whea.t for one ton of iron will be the terms upon 
which the exchange is finally adjusted. But if these were 
the terms upon which the bargain were ultimately arranged 
It IS manifest that Frmce must obtain the greater portion 
of the profit which arises fi:om the diminished cost of pro- 
ducing_ iron, even although this diminution in the cost of 
pioducing iron has been confined entirely to England. If 
ten sacks of wheat are given for a ton of iron, the profit 
secured by France upon each ton of iron she imports will 
rtequivalent in vdue to ten sacks of wheat, whereas 

wheat. This is a smaller profit than she obtained before 
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thti oiwf, of |)nHlui‘tii (4 tlu' iron kIio cxpnrtH \vn.H nMlu(;(‘(l7'j'oott'iaT 
Fmtici*, (iK'i'ororo, liu;4 Itoon ahlc* to u|i|iro|iria,i.(', Uui wliok! ok-to- 
of (,ho iuItliHoiinl jirofil. Thin may aiipoar a. pa.r:uloxi<>a.l ' ’ ’ 

ri'Kuli-, liuf. ii in ooo \vlii<'h very jioai-iilily may really o<'<aii'. 

,Alltiai<(n lias no fiviinoiilly laa-n uindV in Ihin cha^pfor (,o 
tlio pi'itfil. iirtstti;; Irom inlorisntioiial traih' Uiai t.hi' (pi<'n- 
tioit will ho natni'ally askcil Into whoHfi poSHiriHion (hii's 
iliuj profit, ttllniialoly fall i W hoti Kiiahuiil ohiniii.s a. prolif, u-mk U 
of fivi' .sai'k.’i of whi'af upon oaoh ton of iron who oxporf.H in tlitiii'iitutnl 
thia profil iiiiloly .‘iiji.vo.l l.y Ma- ICn»!i,ih moivltanf,, a7'l 
tlio Kii-'lish in-it iiiastor. or ia ii (liai rihulod ainonoHf, ilai *" 

wlioh' iiafii'ii ? Ill Hiisworini' fhia (piosiion if, tmiai, Ihi 
homo in iiiiiiil ihnf Uit' profit, anaiiij-' from infoniationiil 
tratlo is thf to a .viviojf of lahotir anil I’apilal ; (his profit, 
aiuiiiof. ho porinaiioiilly roiainoil hy fho iiioroliniifH, or hy 
tlioMo who pi'oduoo tho nmimotlity oH]Hirio(l; hociutsi', jin 
lia« hoon so fro<pio)itly rmnarkoil, tin* oompotiUou of l•a,pil.aJ 
provonis ('M’option,-illy liiph profits hoino portnatumfly 
Hoourotl in any laanoh of inilnstry. Ii winthl liioroforo 
appoar that fho n(lvanta-;o,'i whioh *a. rouniry dorivoa from 
f(tri'i|;n oonunnot' will ho ilislrilndoii aiuo’no.sf, fho oon- 
Htiniors of iho impiii'ti'd oommodity. If ihoroi'ori' hi'oonioH 
Hotti'aNary fo I’onsidi'r how thin dint rihitlion ofoain n.mono’,sl, 
tho oouMimoi i of iiupoitod oommoditioa in ofli’ctial. 

If has hoon snppo.oii that in Kranoo a ion of iron on,sis Pmmuhp 
(IH nnifh fo pi'odnoo joi twoniy .sacks of wheat., whoroas in ! w/aV/i tim 
Knoland tho prit*lnotitm itf a ton i if irun nuly an intirh j 

tt*i» aut-ka uf wliMaf, It ia tlaa'rlnrH 

\M^r0 nM funayn ht'twi«fU thr twt^ rits'^ 

tlmi tho prior nt irua wutdd hr n. Inti in Krnma', whru 
tht^ jirira wla^iii ifit'ra mm ll» par Hiiak, him! thut iti 
KligfiiUil ili«' priaa <tf a Imi ftf irmt wnulil ha 15/., wIumi ilia 
prira af whant in Ktii^liiiiil wiw .Ilk* a Hiiak, Whai aflaai 
would ha pradtiarit apaii tliapriaa af itatia aattiluiHliii{‘« hy 
a aamiianTa halwaan ilia two aaiiiitrii'rtl la ardta* to ia- 
tJii^ «|!iri4iifiii wliiah tin« Junti haaa pnt| lat it ha 
iiipliumnl that Fraara g$va« Fligtiiail fifiaaa iiaaks of whaat 
far aiadi tan af ima; a tan af iraa nawt aaW| tharafara, 
ifi aaali <nniatiy% hi^ warifi iw amah iw fifktaa naaku cd* 
wltaat, Iii h'riiiiaa a fain of iron aiiaaai any larigar ha 
.worth laara than maka of wlmat, liaaimHa in ax- 

^Imiiga far tliifi ipmatity of wlicmt Kngliind k willing to 
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give a ton of iron. Again, ten sacks of *wlieat will no 
longer be worth as much as one ton of iron in England, 
because, by sending iron to France, one ton of iron will 
procure fifteen sacks of wheat. The value of iron there¬ 
fore, if estimated in wheat, has risen in England, and 
declined in France ; or, considering the question from a 
different point of view, it may be said that the value of 
wheat, estimated in iron, has fallen in England; whereas, 
on the other hand, it has risen in France. Foreign com¬ 
merce has therefore, in each country, produced a change 
in the relative value of these two commodities. The price 
of a ton of iron will now, in France, be no longer equi.* 
valent in price to twenty sacks of wheat. In the same 
way the price of a ton of iron will, in England, he no 
longer_ equivalent to the price of ten sacks of wheat, for 
since in each country a ton of iron now exchanges for 
fifteen sacks of wheat, the price of a ton of iron must in 
each country he equivalent in price to fifteen sacks of 
wheat. If, therefore, in England, a ton of iron still con¬ 
tinues to sell for lOZ., fifteen sacks of wheat will only sell 
for lOZ.; or, in other words, wheat will be 13s. 4cZ. a sack. 
If, in the same manner, wheat continues to be IZ. per sack 
in France, a ton of iron will there sell for 15Z.; there wiU 
therefore have been a reduction of twenty-five per cent, in 
its price, for before, a ton of iron sold for 20Z. Hence it 
appears that the effect of foreign commerce between two 
countries is to reduce the price, in each country, of the 
commodity which is imported; wheat will be reduced in 
price in England, and iron will be reduced in price in 
Fi-ance, and the persons who consume wheat in England, 
and those who use iron in France, will consequently have 
distributed amongst them the gain which results frona 
international trade. In fact, the main effect of foreign 
commerce is to increase the efficiency of labour and 
capital; foreign commerce causes labour and capital to be 
applied in such a manner as will make them most pro¬ 
ductive of wealth. According to our assumption, England 
possesses peculiar advantages for the manufacture of iron, 
whereas France is much better adapted to grow wheat 
than to produce iron. Each country must therefore be 
mutually benefited, if England produces iron for France, 
and France grows wheat for England. 


Ftimitftt. Commerce or IntemttUonal Tratte. 



\v<' liu iH't. t.i) wiy tliiit thr fifrtin'K (il)av(\ }(iv«n 

. i-oprcHfiit _ wifji tninifriatl arrumcy tiir rf<luctiuji in tin' 

( pcuHi nf inm nini wltcat. wliSdi ’ wimli! in-tually <HTur. 
jVcriifiliii;; to tlto Itypofhor.i.H jiuit nnnlo, whcfii’ will in 
I"' rciliii'i'ti in piico fo Uk. .}«/. a wifk, ninl iron 
will in Ki'niyi' iti' ifihn-.-d to lo/, a ton. if it- in !ani|ioH<'(l 
tliul'tin' iirino of iron in Knjtlntni, ninl tiu' prit-n of whotvl, 
in KnuuM*. aro nnntiVrfi«il hy fin* intornniional tnulo ln>. 
twoi'ii tliono two nnintrii’N. Hut. it. will ho hIiowii tlint. 
this oiimnot, iu» a p'ln-rat rnlo. ho fho oa‘io. Lot it, for in- 
Hhuioo, ht' anmunoil that oOh.tHHt toiw of iron in tlio <|tian- 
tity whiolt Kn^laml oaoh year rot|iiiroM for lior own imi', 
anil that h1_»o anntially osjuirta to Krnnoo 11)0.1)00 tonH; the 
(]U(*slion will thou ho wit;}( 0 M|i«ii, Will tho jirioo of iron In' 
rnm‘'ii in oonnonnonfo of tho aihlitional 100,000 tonn of 
iron wiiioh hnvo nnimally to hi' jiroihtooil for oxport to 
' |i'rauoo ? If no riao of priro ronnlt?), tho prii’o of iron will 
bo nniilTootoil hy foroij^n trailo, Hut it waa hIiovvii, in 
Hlintilor III. Hook llL, that tho prion of minoralK m rt- 
gnlntoii hy InwM analojfona to thorn' whioh oontrol tho prioo 
Ilf iiorionltniat proihiro. C'onnoipn-ntly, in tho almotioo of 
any oountoruotiiit,t oironnwtanooM, tho* prioo of iron must 
WHO if ita nnpply low to ho inoroitnoil, hooun.'^o loan pro~ 
(Inoiivo voin.H of iriin'ntono will hnvo to ho wurkoil in ordor 
to ohtain tho tnhUtional lOU.tllltt loji i of iron amuiidly o\ 
porlod to Franoo. Thono ouHHidorntionH ahow that tho 
prioo of iron may vory powihly in Kiij.dnntl ho tidvani’od 
I'roiH Itl/. to l;t/. a ton. If tliii ho ou, iho importation of 
I whe-at from Franoo will jmt oaiwo ho i^ront a rodtmllon in 
it.H prioo an that ahovo wippowod, for alt!uinj.',ii I'lnpland 
may atilt ohtain lifloon Maokn of whoat for ono ton of iron, 
yot. thin ton of iron in now worth I'i/,; tho liftoon Maoka of 
whoat will tlioroforo ho worth : or, in othor wordw, 
whoat, will in Kiiglaini lio Hk, inatoiid of l.'k. id, a 
Hliok. 

Wo trufit. that it Inw tinw hoon inado ovidont that it 1 h 
not tho tradoi'M, or tnorohantH, hnt tlio ooiwnniora of itu- 
portod irommoditioH who dorivo tho groatoat honofit from 
i'oroign oominoroo. A mtraory viow, howovor, of thoBiihjont 
may porliapii induoo mimo to tmliovo that thn mlvantago 
^wwulting Ironi foroign eommomn w in a grant dogroo 
j otnnitoraoh'd hy tho poemdary hmn wltich i» inflictud upon 
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the liome-prodncers of those foreigu commodities vphiclx 
are reduced in price by foreign importation. For instance 
with reference to the trade in wheat and iron supposed t<y 
exist between France and England, it may be said, that 
though there can be no doubt as to the benefit conferred 
upon the English nation by a reduction in the price of 
wheat from 30^. to I 65 . a sack, it should on the other 
hand not be forgotten that this reduction in price must 
inflict serious loss upon the English growers of wheat * 
consequently the community is benefited at the expense of 
one class of traders. This opinion, in fact, forms the 
ground-work upon which were based many of the fallacious 
arguments of the advocates of protection. We will there¬ 
fore proceed to explain the manner in which the position 
of the home-producer of a commodity is affected when the 
price of the commodity is reduced by foreign importation. 

In the example above investigated, the hypothesis has 
been made, that 100,000 tons of iron are each year sent to 
France, for which England obtains in exchange 1,500,000 
sacks of wheat. England, now that she imports wheat„ 
will manifestly have to raise from her own soil a diminished 
quantity of wheat. Her own yield of wheat might be 
annually diminished hy 1,500,000 sacks. The area of her 
soil which is devoted to the growth of wheat will there¬ 
fore be lessened, and wheat will no longer he grown upon, 
that land which is least fertile; or, in other words, the 
least adapted to the growth of wheat. The margin of 
cultivation will therefore ascend, and rents must be re¬ 
duced. The farmer will thus ultimately be compensated 
for the reduction in the price of wheat; the landlords will 
suffer a loss from this diminution in the value of their 
land; the farmers may also he temporary losers; some farm¬ 
ers, for instance, may be bound by long leases, and rents 
may not be immediately adjusted consistently with the re¬ 
duction which is supposed to have taken place in the price 
of wheat. The home-trader therefore may no doubt tem¬ 
porarily suffer loss from the competition of foreign traders 
in the same branch of industry; but it must be. remembered 
that everything wiU again be adjusted, because, as bas 
been so frequently remarked, the competition of capital is 
constantly exerting a tendency to smoothe down any tem¬ 
porary inequality in the profits of different trades. Ewen 
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il' il, iH that, any paiiicular cIuhh nf tradom arc 

injuivil hy i<.tvifj;u unpnrt.at.i.nis, tlin, loss <.[’ pn,nii which 
t,luy t.huH NiilhT cannot, jn.s|.ly he r.^inhal as a conti,scat,ion 
of (,hcir ina\aM.tc ,,n,p,.,iy. against, which, the novcaannent; is 
1)01111(1 to [iroU'ct, Miciit. I Ik'I'c can he no rio|il, in which a 
naiion ha,s ajuafor claim, tlian that, every imlividnal ,ir t,lu) 
coimiiiuuly aiioulcl la- fre,.|y penuiUccl l.o uhtuin coimiKHli- 
iies wlu-re he can hny them mi the cheapest terms and to 
H<‘ll ilM'Ui wlit'h' Ihv (.jiij roaliiht* Uk^ lu?4'hisst price' ^ 

Tim trade het ween Kn^land and France., .vvlucli, ns an 
dlii.stra.tmn, lia.s aln-ady heen analysisl -.-Hnjt.ire.sl.s one or 
two othi'i- pointa for cminidcration*,' which liinst he (>x- 
.animcd in order to estidilish a conijilete theory of inter- 
national tradtu Siuuuim'iMin«.( lijpntlu'.tic^al n\sult at 
whi<'h wo havt* nrrivta!, it will biM’otnouilH'rod tluii lOOOOO 
tons of iron an; ,-xporled from Filmland, and that in’ex- 
(hiaiit!:,' tcir tlias irmi, l,.*il)().l)(H) sacks of wheat are imiiorted 
nilo iMmlaml. It has ali.o heen suppoKed that iron has 
Iiceii ra.i,sed ii, prtei' m Fn.dand from 1(1/. to 12/. a ton in 
eon,se(inenee of iliia foroion demand; lieneo it I,n,H hemi also 

cotielud.'il. tliat HUiee Ilf.. aaelm of whoid. arc- .dvmi in 

cx,‘l)a,nm' tor one Imi of iron, iifteoii .sac-ks of wlie.at will 
he (ii Knoland of tin- winio valno us mm ton of iron, 
ihit il this he' so. Ihiv prieo of wlioat must manifo.stly lie 
111 lMi;-land Ki.v. a anck. heeatwe the price of iron is Von- 
saleivd to he lil/.a, ion. It has lit-mi aa-aimed that, if I,hm-,' 
worn no torei.eji tmdo.ilio price of wlie.at in Fnoland wmdd 
lie .dl.v, a anek : let ii uImo he anppoHcd that ih(> Fiedish 
tialmn nmmallyfomsium's C.dtlO.tHMI sacks of whoat, t'on- 
se((ue)dly Kipdl-.h farmem can fp'mv (i.oiltl.oot) sacks of 
wheat, and ohlain llio current rate of prolit if fho iirice 
of ivlmat t.-i .'hl.v. a anck, tint if I..•)(K),()()() s.ack.s of wheat 
iu’o importi'd into l'4if,;land Irmti France', tin' ipiantity of 
then he rei|niri'd loheocown in Miiofand 
wdl he tlU.ddO aneks indead of IJ.tidO.ddd saek.S; 7,hose 
lands, therefore, will h.. no lmi>.!vr iiowii with wheat whici 
are least .-nlapted for if., growth'. It haa hei'ii prevhmsl' 
proved that th,' price of wheat is determined hytlm enstei 
prodiieino It on those .noils which am tile least, tittod for it 

oJ i\f inwatlKiitlmi it!« r«r tl,« pr«Mnt ftMimw 

IhIhhI in Mill iMert.iiiiii8il in ^priiffipeacip of iti diiuia 
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growtii. The price of wheat, therefore, will manifes 
decline if the quantity which is required to be grown 
England is diminished twenty-five per cent.; such a 
crease as this in the quantity required to be grown at ho 
will manifestly result from the importations from Erar 
Before these foreign importations commenced, 30^. a s? 
was a price adequate to remunerate those who grew wh 
upon the least fertile soils. The question therefore aris 
What will be the price which will adequately remuner 
the growers of wheat, when the quantity of wheat requi 
is diminished twenty-five per cent. ? 

The terms upon which the foreign commerce betw( 
England and France is supposed to be conducted im 
that the price of wheat in England would be 16^. a sa 
But now this important point has to be considered —V 
the quantity of wheat which is required by Engh 
(namely 4,500,000 sacks) be grown if the English farr 
can only obtain’ 16^. a sack for wheat? It is manii 
that the quantity of wheat required will not be produ 
if 165 . a sack is not a remunerative price, for Eng] 
farmers grow wheat for profit, and not for philanthro 
The people, however, must be supplied with wheat 
therefore 165 . a sack is not a suflScient price to induce 
English farmers to grow the quantity of wheat require< 
higher price will be willingly offered, rather than t 
there should be any deficiency in the supply. Le 
therefore be supposed that wheat advances to 205. a S£ 
and that at this price the supply is sufficient to meet 
demand. But let us now consider in what manner 
commerce between England and France will be affec 
by this advance in the price of wheat. At first sigh 
may appear that the profits of those who export i 
would be enormously increased by this advance in 
price of wheat; an iron-master, for instance, if he s 
a ton of iron in England, only obtains 121. for it, whe 
by sending it to France he can exchange it for fifi 
sacks of wheat, which are in England worth 151; th 
fore his profits appear to be increased by 3Z. upon i 
ton of iron exported. But the competition of capital 
in this as in every other case, render it impossible for 
iron-master to continue appropriating to himself t. 
exceptionally high profits; each iron-master would eag 
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striv(^ lo st'iul m lutidi iron as possihio (.<> if‘ ihu 

■pvloo ohLaiiUKl for a i.on of iron t‘xp()r(('<l to f'ra.nc.o ox- 
ccodoil by th<‘. print' ronJistal for tlu» imu wluai sold in 
Ku,i(la.iuL This anxit'ly t<^ oxport iron would soon ojuisi'. 
the', l^d’i'och itia,rk<‘t f.o l)o ovi'r Hnp|)lic‘<l; iron wouhl t.lu'ro- 
fore^ (a,II in prioo in Fraan’ix or, in othor wortls, iron wouhl 
cxcdnuigt^ n)r a loss (|tia,ntity <rf wlii%a 4 In tins wa.y tln^ 
(|uanl.ii.y of wlu*a,t ,i;‘ivon for a. ton ofirtni nii,L;’lit bo rodnotai 
from (iilotni to Iwt'Ivt' sacks, 1'lns fall in tho prica^ of 
iron in h'raiuu^ will incn'ast* tlio tlonmnd for iron in tliat 
country, and it may bo supptiseal that 120,000 tons of 
iron, are ox|>orti‘d to francio whoroas tln^ a-nimal ('K|>oii 
of iron Inwl bofon* only mnontdod to 100,000 tons. Tliis 
incrtxiHta.,! t.lomaiul in I^'rnm*!.,^ for fai^lish iron will aJfoot 
its pritji^ in tin,! ia 4 :,t.or ounnt.ry; a,mi l.ln,' |)rion tna-y con- 
Hcepumtly a.dva.in‘t' in i<hi,i»iaiid from 121. tn 101. a. (.cm 
Hmii a.n'. (.he terms upon wdiicli it may be snpposotl that 
tlm (',x(dia.n,^'o liotwinm tho two oonntrii's is nltiinafoly con- 
(hnd.ctk A ton of iron will thcridbm no\¥ la^ opnivaJont in 
va.lut^ (,o twadvo Ha,cks of wlioat; Init a ton of iron is in 
Kiic’huul worth ItlL, Ihcrcfort^ tlic prict* of wlu'at in 
land will 1 k^ 2bv. Htl, a, sank, Wlnm whnaf is a.t tluH |H*ic(* 
a inmdi o^roa-l-tn* quant,iiy ca.n hr* 14‘nnvn in Mnodand a.,t a, 
rc,mmu‘ra.tivt* profit than when a, sardv of whca.t mdtl for 
Ktv.; it may tln'rcforO' be asstiimal t.baf t-lie wlnmi now 
erown in Miigland, tooeihi'r with tin* wheat importt'd IVom 
ifnuKus is sutlieii'iit to supply ilu' Miiolish mmiu't-, hh*om 
I wind, ha,H bi'en Just Hiatisl it will be pinnadved that it, is 
n(HU‘HHa.ry, in ortler to a-tljust t ln» eqiiai ion of iniernaiional 
tra,d(*., (hai, the di'inand and tiie siqiply Hhonld lie iapiaJisi’d 
in bo(i» t-be ctninlrii's, 

Jt will b<^ remarked, llud tin' prii-e lu^lh of (In' imported 
and tln^ ('xporled ('oinmodily i:; affeetod by ho'eiqn i'onr 
nu'un*. It, has for instanco been .snpposcd, if linoland had 
no fondjipi eommenaa (hat tlu^ prie«‘ td winsat would bt* 

, dOx. a, sa,ek, a.nd tiial, tin' prtee' of a. (t>n of iron would la* 
hi/. It has laam shown I hat, by Ibrtdqu <*ommeree, tin* 
priea^ of a, saidi of wheat may bt' nHlmaHl from i^o 
2U% Hf/„ and tin* priei^ of a. ton e>f iron raisisl from H)L 
to 18 /. It may Iherefore In* mdurally a-sked, Is it (aaiain 
f that tlu^ eam.sumer (d’ eommoditie'S is bentdlietl by Aireioai 
conuneren? May not (lie a,ilvantage arising from Uni 
1C M, 0 0 
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BOOK III. reduction in the price of the imported commodity be 
entirely nullified by a rise in the price of the exported 
commodity? It can be proved, without entering into 
details, that the wealth of a nation must be increased by 
foreign commerce. Foreign commerce increases the pro¬ 
ductive powers of labour and capital by causing labour 
and capital in each country to be applied to those par¬ 
ticular branches of industry for which the country has the 
greatest natural advantages. Thus the wheat imported 
into England would cost very much niore, if grown in 
England, than the iron costs with which this wheat is 
purchased from France. Conseq^uently foreign commerce 
increases the productive powers of labour and capital, and 
therefore must augment each nation’s wealth.^ 

Jt is possi- It is however no doubt true, that a particular class of 
ble that a consumers may not be benefited, but, on the other hand, ^ 
i^^ay be injured by foreign commerce. If, for instance, 
he injured, wheat is imported from France to England, in exchange 
for iron, an increased quantity of wheat must be grown m 
France, and therefore the price of wheat will rise in 
France; the iron which France imports from England will 
of course bo reduced in price. But to the great body of the 
people, and certainly to the labouring classes, cheap iron 
will afford no compensation whatever for even a slight rise 
in the price of bread, and thus the labouring classes in a 
country may be injured by foreign commerce, although it 
au^^ments the wealth of a nation. It is quite possible that 
the labouring classes of a particular country may suffer 
very seriously from foreign commerce, if the exports con¬ 
sist of commodities which are more generally consumed 
than those which are imported. If France exported wheat, 
wine, and live stock, and imported woollen clothes and iron, 
it is very probable that cheaper iron and clothes would not 
adequately compensate tlie labouring classes in France for 
an advance in the price of meat, bread, and wine. The 
iniury which, in this manner, may be inflicted upon the 
labouring classes by foreign commerce, mil geimrally in 
some degree be counteracted by advantages which axe not 
connected with the change in the price of commodities. 
Fordgrv- Foreign commerce economises labour and capit^, and 
commerce therefore must exert some tendency towards increasmg tne 
mmttaidto • ^^acres of the labourer; when labour and capital 
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Fo)r!(/fi ('-(uiniieree <rr Internafional Trade. 

arc 0 ('oiK)nnH(Hl, an cijual atucuni of ma-i.nrin,! \v(‘aJih can 
1)0 prcilnccd by Mh‘ a.ppli<’a,i!cn of a. <IiuiinislHaI (|uani,it.y 
of hibcur and <'a.pitab I5ui if ilii.s ho, Iho la»bovirt*rH 
■vva,g’(‘s ^vtli bt^ itjcrcaaoil wiMiotii (aua'oarlun!,( upon bin 
cm))loy<‘rs profits; in fa.<‘t., sinco nn)rt‘ wealth is prtHlncod, 
tluaa^ will 1 m' a, lari(<'r ay;i»'n‘ii^atc amount (,o bo dividial 
l)(vtw<Mm tla^ (unployor and tbo tanployod, and (‘ouHoquoiiily 
profits, a.s well as wa.L»'os, may bo aufpn<'nt(HL 

W(^ ha.\a‘ boiu) tin' more anxious to pedut. <nit tin' loss 
•vvbi<’h fbr(d,i;'n t'onunon't' may infliot upon those who con- 
snim^ the ('xported eommodily, a,ltliou;L;h tlu' loss is otu' 
whi<di is do\i))t less lifenerally jnore t han ma,d<' up for in 
practie(' by eonnterbaJauein^o’ a.dva.n{a‘ 4 'es, be<xuise it Is too 
nnndi the (aist-om t-o think <mly of the- interest, of tin* 
trader or mer(‘ha.nt, a.ml entirely to for^’id. tin' <‘onsunn'i\ 
Many of our statt\snn‘n <'onsid<'r tha.t tin' na.tion must, be' 
atlva,nein‘( in [)rospt'rity ami ha.ppiin'ss if tln^ Bound (d* 
Tra.dc litd.tnns ('xhibit an aitipnentation in tin' (‘Xports 
ami imports. But on behalf of tin' eonsnmer it shouhl be 
borne in mind, t.haX a. ris(' in (In' prtes' of the commodities 
oxport.i'd is not. tudVt'ipn'utly a, protniuent lea-turt' of an 
cxpandin<jf forei/^n trade', Althouji;'!! thi.s, a.s a, pc^ssible 
roHidt. of ibrtnen trade', is one' whh'h <uii;'ht not. ff> In' lend, 
sight, of, ye't We' fdnndel In' the' last te) aelvoexite' that- eenn 
nnu'cia.l tnte'namrse' be'taveM'n cnnuitrie's slnntld be‘ impe-eh'd, 
Ix'.cauHe'<Mnunnnliti(\s may rise' in price* in (In' e'enudry IV<>m 
which tiny art' I'Kporte'd. A poliey whieli shendtl attempt 
HtU'.h rt'sirictiem.H wouhl not. only he* nnwise, bnt em^dd 
almost (.ti In* stigmntise*el ns wlckt'el. Man, we* isunsuve*, 
luiH an ineh'tcasibh' right that tin* wesdth whie'h ministers 
to his wa.nts, atid proviehsu his e'njoyune'uts, :dnndd In* pree 
(Imu'-d with HH Ht4.h' labenU’ ns possihh'. d'his <%H.n otdy he* 
Hoc.ure'd by pt'rfe'eily fres* e'enmtu'rcial in(t*ree)nr.se^ bi't.we't'n 
all nations, ddu' be'in'tlt.s e’eade'rre'tl by Ibre'ig'ti eomme*ret‘ 
ar<^ truly e‘e)smopedita.n; for Ibre'iyii e'oiumenH' brings iue'u 
of cve'iy na.tion in t*<adnet, and Bum In'tsmu's the'. me>st 
|)ow('rful age'nt of civilisntiem. It re'unan's tln^ harrie'rs 
botwe't'tk nat.ions, and make'S tln'm enn*, as far ns tlu'ir 
induH(.rin.l e'e’enmmy is emns'nn'eh A ratii‘e»rotts enmity, 
comhiiie'el with an ignoranee' of tin' true' principle's of trath'., 
has for e*e‘id\irie*H rai.se'd e've'iy pe)SHihh5 etlmtach^ to a traeh' 
bctwceeu Krautas and ICnehtml Many of our nuundlnd uresl 
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BOOK nr. commodities are far superior to those possessed by the 

. ^ French; they, on the other hand, had products which 

could not be grown on our soil, and under our climate. 
If the Straits of Dover were bridged over by a narrow 
strip of land, and the two countries formed one nation, 
it would seem inexpressibly absurd that those who lived 
in the north of the country should scarcely be permitted 
to taste the products which are growm in the south; it 
Avoiild seeni ecpially absurd, that people in one part of the 
country should be compelled to manufacture certain com¬ 
modities, under the most unfavourable conditions, because 
they were not pei'mitted tQ purchase these commodities 
in another part of the country, although there, the quality 
would ho better, and the price cheaper. A restrictive 
policy which seems so unreasonable if two nations become 
one, is not more defensible when the two nations are 
separated by a boundary which is often merely artificial. 

It has been thought desirable to point out the injury 
which in ceitaiii cases may be iiitiicted on particular classes 
by foreign commerce, in order more completely to under- 
sPuid the causes which make so many countries still favour 
a policy of protection. The advantages which England 
has derived from free trade are so striking and so apparent, 
that our countrymen are perhaps too prone to treat those 
who support protection with contempt and ridicule. It 
should, however, be remembered that in almost every 
country except our own the protectionist party is numerous 
and powerful. Free trade has never been popular either 
in France, the United States, or in our colonies. It has 
moreover been repeatedly shown that in America and 
Australia the great body of the working men are ardent 
protectionists. The reason of this is probably due to the 
tact that they observe the lo>ss which may be inflicted upon 
particular classes of the community by unrestricted foreign 
corninerce, whilst they fail to understand the advantages 
which will more than compensate this loss. American 
workraen, for instance, argue that their exports ^ consist 
chiefly of the neccKSsaries of life, and that the imports 
they obtain from Europe are mainly composed of com¬ 
modities which are consumed by the wealthier classes 
They therefore conceive that the cheapening of ^tliess 
articles would not compensate them for an increase in tin 



Vorvia^i Vtinnnem.^ or hifrrfHrtojfiid Tnoho 

prict^ (>r ;my (>i’ i ho ihm’< 'ssovi rs < if 1 i ft *. A!,«;i 1 nil in hu p{ x ii-:( m 1 ; 
tha.(. havo a parlitailar intfrt'sl, in prdtiM'lin;* (he I 

trjulo to wliinh thoy aro anaisf hOmmI ayaiiiisl loria;*n com ■ , 
potitJon. Thus a (’ofloti opoialivo in Ain»*iina hoi 

roiwly t<> admit lhal (ho a;,***r‘"’,alo protlnrtion oj' woallh in} 
hlH cmudry wmdd ho imava .'d it all ootfon ;;o(M|a woroj 
irnpori.fMl iVoin tiain'ashii'o. Ihil ho uonid ar-nio lhal it’ 
tho (‘o(.lon tna nufaof ur(‘ should ora .<■ in Ainorioa. ho 
1(>S(' (To ad\aaitai*o of his aoqnlrotl .Till: ho umdd hf'oom : 
p(‘ll(*d (o rosort lo soino oin|>|o\inoiij, f s whioh In* \\a ; iml 
aoottaiomod, and in uhloh lio wotdd oonsoijUont!y oldain ; 
lowor wa'O's., Il is only fair ha aokmuvhaioo lhal. lin-.o. 
aJIog'alions may ht' (ruo. ^I'ho only way in widoh (hoy oan j 
bo mol. is ((» assmi (ho piaimiplo fhat mankiinl in ‘nmoral 
in iniiM’osloil in haAiim; no nnnoia‘s:,ary arh^s in(or|io,>od 
to tln^ paHlnotiim of woallli. A oaiviaannont {*anno( ho 
puratilny a jusi or wi: «^ [loliry if it oan os (ho lalxtur aridj 
capitaJ of a otunnuudly lo work wilh ilimini:diod oilioioiMayJ 
Tln^ aliolilioit of all jna>(o<‘li\o «luli»\s in Amorioa iniojif ! 
lompormaly oan:''a* :;omo In, s In |,)artj.oidar <‘las’a%s. dToj 
inirodnolion of I lio ♦yoaf o. I indu.fiial improvinnoiils ha\oi 
always ransod somo stui'rriio;' lo indi\iiluals, Not a low! 
onaoh propriolors and road sido inidoapors woro rtiimnl h\ J 
railways, ffvory now maohino tha! im’onlotl dispon 
wil.h tin* nooo;i;dly of onipk»yiin; somo fdnd of tnmnial 
Hkill whioh was prr\itin.;|y a \alnahlo po .sorshton h» I In* «• 
who appliod ih ,A ‘Muo-rnmont wtndd nol for I ho.so roa.'on 
imjHMh' (ho i’onsl rtlol ion of iadways or tho inInHhniion of 
inanhiina'y. ll wandd l>o ihll lltaf lln- loniporary intoiv.l,. 
of tlio low niusi nt>l. stand in tho nay ol iho pmniammt ' 
wolfaro of tho ntaiiy. Similar oun-fnlorattons ro.jin;; on 
a, widor basis. .su;no‘si. t ho ar'»,umont i to ho ui “.od a*sain..t 
proft'olion, j-'Voo trad'* onahlos tho lal»our and capital of' 
naoh country to wort, uith masimum cfhcimcn. ddio | 
additional woallh widoh i: cntisoiptonl ly proiluc d \vhon: 
(‘nnunorro is tmrosi rioted tar mori* t han i’ompon.'.aio;; a i 
nalion lor the ((miporary h»;s intliclcd on nidu idnals hy | 
tin* aholitittn c»f protocti\o dutios. | 

Altlnai'di, ns prt‘Sion;.l\ r<'matkod, fow oan now ho found \ 
in Knyia^^d wdi<» Wintld favour I In* ii- inipo .it ion (TprototHivo ; 
dutii'H, y«*t. tlnn’o nroso a fow yoars sinco a now am! some-; 
wdutl nurious ohjoothm to froo tradi*, Isnpjanth it laarynodT 
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BOOK III. is suffering because with regard to the abolition of protec- 
. tive duties there has not been sufficient reciprocity between 
MecliwocUy, her and other countries. It is in fact argued that free 
trade is excellent when all countries adopt it, but that 
a country pursues a too generous course, and one involving 
too much self-sacrifice, if she abolishes protective duties 
whilst her neighbours retain them. It is no doubt per¬ 
fectly true that England would be benefited if other 
countries adopted free trade. We therefore have every 
inducement to do all in our power to make them take 
such a course. It is also equally true that other countries 
have shared the advantages which England has derived 
from free trade; but if we re-imposed protective duties 
because other countries are sufficiently unwise to retain 
them, the only result would be that we should inflict an 
injury upon ourselves in order to avenge the unwise 
financial policy pursued by other countries. England 
would be largely benefited by the active stimulus ■which 
would be given to her iron trade, if America would remove 
protective duties upon manufactured iron. But we should 
be acting with ignorant perversity if we refused to buy the 
wheat from America which we so urgently require, because 
America refuses to purchase as much English iron as we 
are willing to sell her. It is therefore evident that with 
regard to free trade there is reciprocity, but in a sense 
directly opposed to those who desire that protective duties 
should be re-imposed because other countries will not 
abolish them. The advantages associated with free trade 
are reciprocal, because even if only one country adopts 
such a policy, the benefits resulting are diffused over every 
country with which commerce is carried on. 

The cost of It now becomes necessary, in order to complete the 
carriage theory of international trade, no longer to omit the con- 
uikminto sideration of the cost of carrying from one country to 
Mcoant. another the commodities -which are interchanged. The 
subject will be best explained by the former example. 
Let it be assumed that the cost of exporting iron from the 
English to the French market is IL per ton, and that the 
cost of exporting wheat from the French to the English 
naarket is 2s. a sack; the question therefore at once sug¬ 
gests itself, What share of this cost of carriage is borne by 
each country respectively? Let the terms ot exchange be 



Foreujii r^r lufvnutfioiKt! I'rtulc. 3()i 

<)U(v ion o{’ iron toi* (wt-ht' oaok:; of wlx'a.i; lln^ iron in 
rni:-i(‘(l in prioo (V<mi lo/. io 1M/. a. ion, in 
(‘()nso(|uono(‘ of tlio foroi‘,‘'u ‘hnnnnd. W'r will first, <*\a,u}in(‘ 
wllJdi will ia.ko plane' if' tin' ('o.;i of oaiTia'O' uea'o hnnn' 
cniindy by fix' ox port or; tho Idnyliah nn'ivlh'uils payin'*; 
iln'- wliok' ('Xponaoa of ae'ndin;,,,; tin* iron fo I*Vanof'. and tho 
Kn'iadi niorohanta p-'^vitny Ibn wlndo oxpoitao of aotalin'*; 
wlu'ni. in hhiyjand. Upon t Ids liypot lioois^ alt honyji Imo; | 
la-nd would nenniinally soil Ina* iron to kVanoo at- IM/. a t'Unj 
y('l, tJu‘ roa,l prioo would l>o only 1.hooauso I/, por l(»n j 
lain io bn dodue'lod for ext.-it of <’arria«;o; aaudlarly -2-sx a sank j 
would ha.vo to bo doebintod from (ho nominal prl('{' whitdi , 
tho Kronnh obtain fdr tin' wlma.l, sont, to Uny;land. I f, j 
iliero(brt', k’ram’o ?*;a.vt‘ !sn;dand lo/, a- fem ft»r iron, iron ; 
niusi bo aolliny; in tbo Unpjisb markol fdr 1:!/. a Ion: if’ ii : 
sold ibr nioi'o, it. Would bo !na.ni{'o;,(ly to tho advanta:;o of’ 
ilu^ Uny,ii;di nu'rnhant to dtspo,.o of’ his iron at. bonm, 
inslii'ad nf (’xpen'tin*; it. to h'ranno; fdr tho saino roa ;on j 
whna.t. inual. bo solliny; in tho kVonnh markol at a ;;ae'k i 
k'.ss iha.n iho prioo at whiedi l'ai*'jand purnha a*,; it idun 
KnuK’o, in oialor nompon ;ato tin' kh'ounh oxporlor <»(' 
wlux'ii for tlu’ no,.i ofd'arria*o*. Idudi ntumtry will thorofdro 
lia.Vt^ io pay a hiy;bor print' fdr llu' ntumuotlitins it im 
])orjuS, in ntmsotpionnt' of tho I’ost ofd'ai’i ia';o; ihoroloro tho 
(Inina.nd Idr tin* imporiod nommotlity wdl not b*- .-et 'ooa! 
a,s il. woidd bo if no oxpon .«• wi'ro im oh od in naii sin** 
noods from ono t'ttunh'y h t .auot hoj-. 'Thtn'o will thoicforr 7Vst/r. 

1h‘ a. <l{nnmil itin Iti tlu' kVtmnh doniantl for I'inojr h iitun s<sn//« 
a.n<l in tin' Unplish dt*mand fdr l^Vomdi ubt'at. I hit tlu* 
iaJlinfy ofV in t In* th'maful ma v n ar\ in tbifori'iit ratio, in (In* ■ 
two (‘ounlrio:;. dims a. riso of’ in tin* pnoo of' k'n-n^-h ' 
whixa-t. may dlmndrdi tin* tltunatnl l«»r Mvnob uhoat in 
Mnp'la.Jid l>y out' fil’tln vsin'roa;: a rist* <»{’ 1/. a ttm in (hoi 
pri(H‘i of ir«ni mayoattso i>jdy u. donroa .o t>f’ono Itsith in lb** 

<(Uiud.i(y of’iroii ptimbasi'd by kVanoo iVtun klnojmnl. t bir 
])rtwdona a?ia.ly;iia has shown that, tho b*rms upt>n \\lui*h 
n.oinnnulitios ar*' o\ohan;;od, in iutortiafituial truth', art* 

('Uliroly ropidatt'tl by t in* dt*tn;unL Uanhoountry purtdiast'.s 
tlu^ importssl I'cnnunMlIiu's by thost* wldoh ar<* o\[H>rtt*d, 
juid {.bn annnuii of tin* dt'inantl wldoh a otuuilry l»a.:i fdr 
any (H>mnuKli(y dopt'inla uptui its priot*; it’, thorofdro. a 
cguniry wiaho.s mmlhor t<j pun-haiu* a prt'iUor <[uanliiy of 
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her exports, the price of these exports must be reHnrvQi 
consequently when the bargain of international 3?!’ 
finally settled, the price of imported and exported com. 
modities must be such that each country is enabled Kv 

means of her expoi'ts, to pay for all the commodities whi^^^ 
are imported. vvuicn 

If the cost of carriage should raise the price of the com 
modities interchanged in foreign commerce, the amoimt 
of this increased cost, which is borne by each of the cn^ 
tries respectively between which the trade is carried on' 
depends upon the relative degree in which the de^LnH 
for imported commodities is affected. Thus it was 
supposed that the cost of carriage diminishes tl.e LmS 
for French wheat m England by one-fifth; whereas the 
same cause only diminishes the demand foi Eno-lisriron 
m France by one-tenth. We will illustrate this bv ^ 
numerical example. ^ 

Suppose that 100,000 tons of iron would be each year 
exported from England to France, if commoditiefcouS 
be sent froin one country to another without any cost of 
carriage; and thai, under the same supposition France 
would export to England 1,-500,000 sacks of wheat in 
exchange for the iron. Let it also be assumed that Enl 
hsh iron would sell for 15^. a ton in France if there we?e 
no cost of carnage; the cost of carriage, being IZ a ton 
will raise the price of English iron in the French market 
to m. a ton. Similarly, ,t may be assumed tliat cost 5 
carriage raises the pnce of French wheat in the EnSish 
market from 20a to 22a a sack. If English iron wme^old 
to R-ance at 151 a ton, and if French wheat were sold S 
England at 2^. a sack, France would import 100 000 tons 

lS°' r"'"* “I”" 1.500,000 sacks of 

I ^ ,V equation of international trade would conse- 
■ w3 satisfied, because the exports from each countiy 
would be exactly equivalent in value to the imports But 
thense in the price of Enghsh iron to Ibla ton di 

?emSro?EnX''?V^/'‘''T *'7 ^ne-tenth, and the 

onrSth diminished by 

one-fatth, if Its price rises to 22^. a sack. Althouo-h there 

16?a ton^vet onl^urchase 90,000 tons Sf iron at 

chasi bv^^nn?t^“^/-^® pur¬ 

chases by 5,000 tons, if iron is reduced in price 5s. a ton 



Foiriifii ('iiuniinrr or Irif,runtwind Trii<l>. 

TIh‘ K-iuj’lish inin luirili-n; ,uuh(. .stiliinit. Ik Ihi,; rcilu<'M<iu 

in ])nrt\ hcrausi- tli.' iIciu.'iikI tin' ifoii in It'rnnci- has I.. 

{limiiiislii'd hv the nf niiil I he anpiilv will 

Ciiiiscqiicully I'M'i'ril iii<. (Ifinaiiil if ih,. pnici' nf in'ni iv- 
nniinsnl. I(!/. a hiu. 'I’hf I''ivii<’li of wlinat miisf 

Hulmiil. Id a .still ^renter ivilurlimi in priri', in (inlm' In 
(>(|n!i.iisi‘ till! (li'inaiid Id llm snpidy, lincaiisc I he dciiiand 
ol'Miidl.-md for I'd'cncli wlmal, wlmn its [iricn is ndsed, is 
riHiiv ariidldd tlinn is the c.Td vvilli ih,. dnmand nf Knitict' 
for Kii;>'li.sli ifnii, whnn its |.|■i<■r is (|'|■^•n(■ll wln iit. 

tlion'ldri', tuny si'l! in Mind.-ind fur 2l.v. insldmi nfa', 
sju’k; if lids he so, the ii’reneh y,rowers of wlie,at will nn'lv 
oh|.!dn lll.v. !i. icii’k Ihr the wli'eni nid.’h liny <‘\|i<irl. In 

Kn.irkind, heean.se (Imre inn,-;| he siiriiel.ad. diVl'ereiuv h. 

tween lln> priee of wiie.al in i'Vanee and Kno'laml to env.w 
the (M.sl orean'i.a,.;e, ^^ldel| is. ;;;,ek. I n‘a .siitdlar \va.v 

ilui Kn.e.hsh iron niasleir, will only ohiaiii lid. I.m, a. loii 
f.r the iron whieh they export In hVaiiiM', if iron is .sold in 
th(i hient’h nnaiket ;it. !.>/. I.i.v, ,'r ton ; heeaiise tinsi't^ innst 
he sneh n dilTerenee helweett (lio priiM! of iron in the 
,hM*neh and Itnydrsh markets to ed\an' the eost (if i‘arrias''e, 
Avhieh has heen assumed lo he I/, a. (on, 'I'hi' hypotlnsii.s 
whi(di has been m;ide eonseipiently leiids to t.he 'lollowimf 
rt‘,suits. ' 1 
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^ II tlicrn wriv n«i rt>;;t, <»(' cnr\i',vu\ irun would ho sollln**; ' hV::uit:ntr- 
m (ho h:n«di>sh ;uitl hhvnoh iu;irkt*|.: ni lo/. a. toit, dlo' nrwt it/ 
<ml of (’jurin-v, wliioh i;: oupp.r.f.l h, h.^ !/. a (on* waidh; 
iho [)Moi‘ o| iron In hranrt' fo I,?/. a (on, oi\ in (»|}it’r 
Wools, inonsaooa (In' prioo o{ u'lin hy 1 o.w a (on, lti wonhl 
tlunvCoro a.|»poar, IhaJ. h'ranoc payi; oovonly tivo por ooni, 
o(’(Jio (’oaf. whioh ia iiuoKotl in aoiuliio'' iron from Kliolainl 
to hVanoo. ’ 


Aoaiin d (hoM' wta'o no (’oaf. of oarria*oa h'ronoh w}H*a(- 
W(Mdd ho soiling' in ICnp;la.nd an<l h'ranot* at. :!(k a. Mark ; 
tho <'os( of iNarria/na whi<‘h ia auppoaod h, ho :.k a aark^ 
nus(\s (.ho prii'o of hVonoh whoat in ICnydamI (o a. aa.<*k ; 
th(M'os(, ol onrrIa!o\ (horoforts a.l(hnuy;h annmnfinrf lo ik 
a Hank, only raiaoa (ho prioi^ of wiioai \s\ a. aaok in Knpiand. 
it would (.hondhrt' apptair (Jiat hhndami only pays (ifl,v 
p(a'<’on(, ol (ho oo.al, whioh is invol\'tM.l in soinlino* wlnaa.!. 
Iroiii hVanoi' (,o haryiand. 

Tlmsn t‘<^snll^; oonsopmadly h\ad to ilu* oonolnaioii (.ha,t 
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of Political JSconomj/, 

Kr;ui(*(^ <‘<>uinl)ui(\s wunw to the cost of carria^^*<5 
Kni^i'uul, oi\ in other wonts, that Jis fjir a.s iiit(irua.t. 
iiTule is eon(^<a'iuul, tlu^ hd,U'r eonntry is ])lace(l iu a* li 
position, n,s rc'n'jyds l-lu‘. eoHi- of earria,i>-(^, lJuui the in 
eotiiitr^^ I'll is eoiie.hisiou still, furtlun- (.a)rrobora.io.'' 

hvllowiug* pi'iiiei])l(‘ II <iny inav (d(sn(nil,, su<‘,lii aK co 
(*arria.i‘’(V, air(H^f,s the tivnus tipon wliieh t.he trjnlc l>ni, 
t^lie two {‘ouniric's is e4>n(hi(rtcd, the re-adjustuunit <>; 
harg’a/m will newt turn to a.dv{ud<;i<^‘(‘,* of tha.t coi 
whosi^ disnand I’or tlu^ iinportcul e.onuuodltic^s iH n 
iiKKst dlininish(a! or least in(a*(\a,S(ul hy tlu^ luwv coiuli 
of which aoeomd. ha,s to l)e taJv<ai. 

i II. has hron asstiined, in (,he nnua,rks whicdi luvVi^ 

: hiM-n made, tha,(i tlu^ dif(t*nme(‘ in (,h<^. pricu'. of any 
inodilv, in (wo (*onntries Ixd.wesm whie.h there is 
; <’onunt‘r(aal inieretairsta eannot (‘xe,('ed l,h(^ (a>st uf stu 
s a, eomnaKli(,y (Vein om^ eotintry io (lu^ olJua*, AJih 
(hi:; |>rujH);;i( ion a.pjHS'irs (,o h(‘, a S(‘lf evi(hm(. truth, ; 
; may ho jM'rha.ps advisa.hh^ (.o sryy a, leov words ti|H 
Lo(, m: tak<\ ae. an exa.inpha tln^ (%a,s(^ a,hov(^ a.nalysed 
ha '. 1)0011 Iht'i'o ass.inneil tha(( t.lui (aisl; of staulin^* in 
: tranoo is I/. a< (on, and tin* <’os(/ ol'stnidinij;’ whtsa t* 
hrauo(' to Mn**ia.nd is 2 .s*. a sa,(de , 11 " there', wcua^ in 
' nl earria;,*;*', lht‘ |)ri(’o of iron and wh('a,(( must l)e tlie^ 

* in hmejland as in hra.net' ; l)t‘ea.usi', if iron would ta 
; o\on as lit.jlo as i)(f, a. ton mon* in Id'aiixa^, tha 
i hmyjand, (ho hhiolish iron»ina.sl,('.rs would vi(^ wlt.h 

I o{}u*r In S('ll as mue.h ol (ht'ir iron a.H possihh^ in hh' 

! in ordor (.o Si'<aire. {,he extra. !2.v. {Id, a. i-on. This < 

* eompotilimi would ra.[)idly reilina^ i.ln^ pritai of iron i' 
I,Wo o«)un(ri(‘s (,o nu <s|ua,lit.y. lt< will la^. reun'inlxManl 

; i( has hi'en also aasutuod tha.t. if t.lx'n' wor('. no <a) 
hsan‘ia<4t' lCn<;ii,sli iron would sidl in (audi eounf.ry foi 
a loJi. and (.ha.(. Knaudi wh('a.t would stil in (sudt tun 

for 2()s. a. sack. ''rh(‘S('. jam’.es wouhl a.tljus(( I, he ea|ii 

of iniorna,t iotial l.radt', e.na.l)lin<4’ tint i'xpoits of t'a.(di tan 
oxaotly (o pay for tlie, import.s. A^'ain, it luis Ium^ 
lanoisl tha.t, wlien tiu^ cost of earria.ot^ is (Miktui 
ronsi(h‘ra( ioti, Knolish iron must .sell for la/. ,l r>,sw i 
in l'h‘a,n(’e, and Ku'ueh wlK*a.t nuist Si‘ll. in hai^'lnn 
2lx. a. ,sa(dv, in orden* that the (S[naili<m of !nt.e.rna.l 
trudu may he sa.tisll(ul. Tlu,^ (pie.stion now HUgga^Hi.H 
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Whai, undiU’ ihoso. t’innuusiaurtss, will \h\ iho pri(a', of nu 

EugliMl» inn) in Kii.^'liuid, naul wlinl. will l>n {,h(‘ price of . ^ 

i^-eueh wliejit, in l<’ran<M‘^ The iiiiswer may, a.i. eiHH\ ho 
givtni lhaX tJu' |)ri<*(' of inm hi Hti‘ha.ml will ht' laK, a 
ton, a.ml (hat, tin* pri<'<^ of wlncil in I<Vaii<M‘ will he 11 ),s\ 
a sack, ddiis mual- he tin* ea,Si% (hr inner llu' eosl, of sriarni^’ 
iron IVom I<ai,i;la.n<l to Krama* i.; MuppratMl l.o In* 1 /. a Ion, 
the dil'lenaiet' in Uu' priei* (d’ iron in (Ih‘ two <’oindries 
nniHl. he I/, a. (on. IT ilu' diUhnmet* weri* les.s than this, 
and the priee (j 1 ‘ iron vcwo lo/, a, Ion in hhii^laud, no iron * 
nnisLers would smid any iron lo h'ranee, as it waaild he so 
niuoh more renimn'ra,(ive to stdl it, in Kitiha.nd. 

Aoa,in, iJiett' I’annot. he a. oivalnr dilleivmM^ in tln^ 
of iron in the lav<v countries than I/, a. Ion, for if iron were /o’y/fr f>/ 
]()/. IDs. a, hm in l<’rane<a ami Id/, in Knylaiah {.lu‘ Knydish - 
iron-maaters would vie with each other to Sidl all their j 
iron in Kratxa*, since their iriin, afh'r payiny tln‘ <*ost of // ^ 
carria-ge, wtmhl realise lO.v. a, ton mort' in hranee than 
in, ^htn’ka'inl, d1n\se ('onsiderafions esiahlish llu'. proposi 
tion fhal, tlu' difference in tlu^ priis^ of any eommoilily, In 
two counf nt‘S, is ('\artly (‘quivalenf to (.hi‘ <’ost of sending 
this (uanmoility frtnn tin* one eouniry to the other, 

it, may \n^ ohje<’te<l t hat pri('es in different eouniries /v 

cannot h(‘. eoiupared, eotmlries luive seldom t lu' 

same cttrreney. Without anti(apa,{iii!,;" tin* i‘emarks wldudi ’ 

.will Ih‘. ma.<le in a. Ini are chapter on eurreney, it- will hn-mr n'f 
Hullieient to slato that, the priee of a (’tmumtdity in dilTertsil *‘utirnrif in 
countries (*an ahvays Ih' <’oniparod hy consid<‘rin‘»; how 
nmch ^.»'old it will <’xelia.n|n^ for. The distinct iwM’haraetei’ 
isticMif a, stdislamu' hkc p^dd is, that, it is a universal me. 

(hum of extdianye ; peopltMti Pranee an* as ready to sell 
tluar (umimodititss lor ^;'old as W(' are in Mn/hatah d'lu‘ 
cost of semiiup an ounce tif Oidtl to Kraiu'e is most (riilinp, 
and thm'idhre, ii'an otmeo oi‘oold would pundiaso a. p;rcater 
(pumtity of \vln*at In I<Vanct^, mrlmlinythe cost of rseiuhno 
the wlu'at frtun hd'auce U> I'hiohtnd, than ctudd ht^ pur-* 
chased hy the s.ame ipiantity of otihl in lOnylanth 14'ohl will 
he exptu'ltHl to f'rama* for the purposi^jf pnrehasunp;’ wlnsa,!-. 

Tim disuand for wheat would t.hertdhre nse in Fra,iun\ and 
its pritu^ woid<l imaHsuHs Similarly, if th<’ hhurhsh eon ■ 

HUmers of wlnsp. purehar^ial wlnsat from the hk'emdi instead 
of Urn Kneli-"di growers, tln^ thnnautl for wli<*at in hhiglaud 
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would decline ; this rise in the price of French wheat, and 
this fall in the price of English wheat, would continue 
until at length there ceased to be any profit in se’ndino- 
gold from England to purchase wheat in France. Such a 
profit would manifestly cease to exist if there were no 
greater difference in the value of wheat in the two coun¬ 
tries, estimated in gold, than would he equivalent to th,e 
cost of carriage. But the price of a commodity has been 
defined to he its value estimated in gold. It may be there¬ 
fore said that, if the trade between two countries is per¬ 
fectly free, there cannot permanently be any greater dif¬ 
ference in the price of any commodity in the two countries 
than would bo equivalent to the cosst of carrying the com¬ 
modity from the one country to the other. 

Tliniughout this chapter, the assumption has been made 
that foreign commerce ha.s been restricted to two coun¬ 
tries, and’to two commodities. The principles which have 
been deduced from this assumption enable us to esta¬ 
blish, a complete tbeory of international trade. Let us con¬ 
sider how the bargains of foreign commerce are adjusted 
in snob a country as England, which exports the most 
varied commodities to every country in tire world, and im¬ 
ports in exchange every prodnet which can either gratify 
tbo desires, or minister to the wants of the people. In. 
this case it is equally true that there is an equation of 
international trade which must be satisfied; it is easy to ■ 
show, by a method of investigation similar to that pursued 
wlien corn was supposed to he exchanged for iron, that the 
aggregate exports must ultimately pay for the aggregate 
imports. The terms upon which this exchange is con¬ 
ducted are regulated entirely by the relative amount of 
the demand which exists in two trading countries for the 
various commodities which each country respectively im¬ 
ports. It has already been, shown that England must 
<Tive France a greater quantity of iron for the same amount 
of wheat, or, in other words, the terms of the exchange 
will turn to the advantage of France, and to the disad¬ 
vantage of England, if England’s demand for French wheat 
increases in a greater ratio than the demand of France for 
English iron. In a similar way the' bargain of foreign 
trade will become less favourable to England, or, in other 
words, England will be compelled to receive less for ber 
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exports, a.n<l l-o p;iv(‘ nun'r for iua’ im|H)rt.s, if her deniand 
for tlH‘ various (*onunodit ios wld(di slo’ iinpoils inerrasi's in 
a <m'aier ratio (Iia.u tin' doiuand wldrh oilier eountries 
inay laua* for th(‘ various (’ouniiodities wliteli eonijHiso. her 
o,o’^*reij;*aio <'xporhe 

'"'it "has IxM'u shown in ihis eliajiior thal. a. eoiinirv pays 
for ii'S imports hy (he eoinmoditi<‘s it <‘xporls, and i-ha.l the 
equaJiion of iutVamatioiia.l tratle is adju:at*d when (In^ ex¬ 
ports aro. exactly eqnivahmt in valuo to (he imporls, It 
may, howi^vm*, he thi»u.ejit (hat this adjusiimmt. nevts' 
aiStuaJlv takes plaee, hecaansi^ in no eotuiirv does it appear 
tha,t tlm (sxporis an* ispial in value (o the imporls. hkn“ 
insta.nei', tin* valm* of the e<mun(»dit i<'s imported itdei hlni;'- 
land aJways rexeeeds (he value of (hose widudi are 

exported.' At. tin' present (fmie (his exis'ss is no less tlmn 
100,01)0.000/. piU* annium On the (Pher hand, tite tunn- 
niodith's <‘Xpi>rled from India, always prea-tly exeeed in 
vahn^ (.ln>se whieh a,re impor(,ed. The value of tin* exporls 
from India, is a.houi. oOytOOdPH)/. per annuiin whert'a.s (.he 
imporl'S art* not- noire than d0j)003)00/. This t‘\t‘e;;,; ol 
eXjiori-s ovt‘r import.s is m>t an ae<*iihsital eireumsta.nef, 
hnt repn'S.enie. (lie mn’inaJ eondilion <jf Indian trade, 
\Vi*. will, (lns'ef{»ia*, proi’oed (.o explain (In* eatisr* of this 
a.}ipan‘n(. (smi-ratliel ion hetwe^si artual faeis ainl the eon- 
elusions whieli ha.ve het*n (h*dneed from t he prim*iples of 
iui-(*nia,tiona.l trade. 

When it is said tha,t. exports, and imporls mu ! h<* 

<s|uivaleu{< in va.lue heeanse a <anmtiy pnys tor her uopnie; 
hy ln*r exports., it. is t.aeitly assumed that a. <amntrv ha ; fu 
nm,ke to forei'pi ('ountries m» odow pav'meut exempt for the 
<!ommod 1 ties* she imports^ .ami that- toisTpi taamtnos ha\ss 
on {ln‘ir pari, to make no oilier payment to lier exropf. ihr 
the eomnmdiiies whieh sin* ha.-; <*\pt»r(<d to thorn, rptm 
this a,ssumplion it, i.s **:iHy to show that (hme nm li. he a 
(umsiatd^ (,<anlonev in operation to make (lie <‘\porl . Iroui a 
eomdry eqnixakmt in value to the euminodities impoiiisl. 
Koq reveri iny; to our previ<»u;; e\am)de, snpp*>so that (In* 
furt'iyu eommeree of k'ranee and Mnpjaml resp«*et i vely waa 
eonliinal to an iuterehamo'ot inmmmtlilies l»ef,we4‘n tlnsa* 
two (‘oun(.ries, 11 t-ln* vahu* o| (he jOHuki whieh hai'dand 
Hells to Franee ex<*eeds tin* va.lue of the whieh 

KraJiee ;;elts to Fny,laind it is idivions Unit a. ha.lanet*^ 
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wli’u-li nnisl, ))c. h/ a iraiisniiHsiou of money, 

will ho duo oaoJi yoa-r (Vom l^'raiiuH) to England. The ^ 
amount of inomy iti Franco will thus ho constantly dimi- 
nishiHl, and tlu'aiu()unt ()f inoncy in hinohind will be pro 
tmiio incaanrsial Tlu^ i*(3sult of this will ho that prices will 
ho continually <l(H;lining in Franco aaid continually rising 
in Engla,ud. VBu(. a rise of |)ri<uvs in England and a fall of 
|)ricos in l^^ranci' wilt nu'iko it nioix^ a.dvatitagoons for Eng- 
laiul in purchase. <*onuuoditi(^s IVom Fninee, and will make 
it hasH a,dvantagt‘ous for Fraaico to ptir(‘ha.se commodities 
in England. ll(aico tho exports to Franco will diminish 
juj,! (,l\c imports from Franco will inc.roaso. It, therefore, 
lollowH that when tho exports oxc(hhI tlu^ imports a force 
is In'ought iidn (p)tn\ation to dimiuish the exports and to 
inciaaasi^ ih('. inpHn-is, aanl ihis force will eoutinue in opera¬ 
tion unl.il a, position of otpulihrinm is attained and the 
ivKports a.n' (H|nal in value in tho impori.s. 

IhtI, the <‘onohisiou which has just Ih'ou established is, 
a,s hidon* nnna.rkeih ha.so<l on the svipposiiiion that the 
conni-riiss whi(*h t.i’a.do with <s-u‘h otlnm ha,v(^ no other pay¬ 
ments to main' or to reeeiv('/ex(ap)t f()r the ooinmodities 
which an^ imported mu\ <‘xport,(HL Eut suppose that 
kVa,m‘e. has to malvo. a large a.nnual, payment to England 
of 1(11)00,(100/. as iuten'st. for mt)m'y whi<h England has 
halt to Fram’o; it <*a.n tium Ih‘ readily shown that the 
anioiuit of (‘omiuodities wln<h Enghmd imports from 
Frances will i'X<'ee(l the vahn^ of her (exports to that cotm- 
try hy 10,000,000/. a, year, this being the annual atnoixnt 
of the itnh‘hiedm‘ss of k'ra.m‘e lo EitghunL Tire exports 
(xiu no longer he (Hpiivnhmt in vabie to tho imports, be- 
(%ans(n if (Ills were, so, k'ra.nct^ would have eanli year to 
tnmsmit to Enghmd 10 , 000 , 000 /. in order to pay the 
iuten'st on ilm mom*y borrowed from Engiaanl. If tho 
moiicta-ry (’ir<adation *of England, w(n;(^ tlvus each year 
largely added to, and th(^ monetmy (fi read at ion of Franco 
wtnv. oa.ch yis'ir roduced, it is obvious tha,t gold would be¬ 
come comparatlv(‘ly phmt.ithl in Euglaaul a.n<l sc-arco in 
Ih'ancta or, in othei’ words, ])rices wotdd risti in Enghiud and 
dtndim‘in’lh’amH‘. It would, thendore, each year bocomo 
mtu’c a.dva.ulag’t'ous lor h’ranec! tio pay tJn^ a.monnt rawed to 
Emdaaid by transmit ling i^onunoditit^s instead ol money, and 
thirs it is evident that an adjustment would xiltimutely be 



luinuifii. (\i)iutn>rr(> ar hilcniiitiunal Tratlo. 

aUaincd, \vlii>ii Knuin. (‘xpnrhMl l.,, Kn.^'laiul a xudicicnt 
(•unnn<Mlit.i..s lu.l, only lo for Ih,, (•,>nnn<»li(,i..s 
Him nnimrlH, .-jlsu pay M„. ..unu.ml. wl.icl, hI.,. .•umuaJIv 
owcH to iMigland. 11 , llHTcron-. ,M|i|ma,rs that, it is not 
cm-ivot to say tliat, in all .■a,s,.,s ilu, oquation of Intoiaia,-' 
tiana.! tradu n.i|uims that tho ox|.orls of a, .'oiintry Hhonid 
ho (M|Uivalont in vain.- to |ho itniwtrla; on the coiilrarv if 
jKaa.idry is in ,loht to oil,,.,- <-onnlri,'s, hor oxporls ‘will 
oxcooil 111 \a.lao hor iniporla hy an aauoimt (‘ipu\'a.lonl. to 

m on ... hand, a. oounlrv 

.should ho a, rivdilor and not a. dol.lor of othor oountrio.s 
tho va,luo ol hor imporla will oxoood I hat of hor oxporhs hv 
an amount whmh will ho mpdvahmt to tho indolitoilnoss 

-'""Idnon to hor. ... of tlio.so .irin- 

ciplo.s at onoo idlordn an explanation of tho oironm,stano(> 
to winoh alhiKion hmi already hoon made, naniolv that 

Knghuid.s nnpints largely ox,.. in.,- ..xporls wlnn'o-o' in 

India., and in many other oonntrioa, the oxpmt.s o.xooo.l Urn 
nnpoit.,s. hroni the largo numhor of foreign loans that aim 
rai.soil m tho^ London .Money .Market ami from the -Teat 
'■■M>'l■■d Unit is oinharkod in vaWoiis 
hiroign mvontmonl.s, it in qiiilo evident t hat agroatammint 

1.S oaoh vear due to h.ng.land from foreign i-oimlries .. 

IHMideiitly ol (he amount wliioh niav he due |o Kmd-nid 
lorthoo.mimoditiea pnirhaaed from Imr. Hence it follows 
that ioreign ommlrien will have to send to Kmdand an 
amount ol oommodiiie.s coiisiilerahlv in exia's.'.' ,,(• 
mnoiiiit Whieh would he required to pav for the ooimno. 
(Iitios proonred from Kn.-tland. It, ihendhre, aprie.ara that 
iMlglailda imporl.s largely exoeed her exports heeaiisoof 
the great anmimt of (vapitnl whioh .she has invested hi 
nuint riiL'h 

After (ho explanation whioh has just boon givon. it is 
Mcariaty iioia-Ms.ary to say that if a- ooimtrv horrow;; from 
othor lanintnon more o.apital than sho hnids to ll.om an 
(ixaotly opposito phonomomiii will oiaair to (hat wiiirh 
happons III Knglaml, for Ihmi Urn oxporfn must ho in 
(’XOOS.S of (ho Imports. Ii'or imstanoo. it is well known that 
Hrarroly any o.apit.al is omharkod oitlmr hv tlm Indian 
Oovornmont or liy tho Indian people in any foroion im. 
yostmont, whoroa.a Lnglnud has lent inrgo num.a to (!,o 
Jmliau (mvormnoiiLand a groat amount of Kh.iILmI, onpilal 
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lias also 1 hm*ii iiivoskHl in vn,rioim tiiHha'kikin^^’s in Indiar, such 
as rnil\va,yvS and irri<;utio!i works. A, (‘onsidrrahlc aanount 
I is const'qucni.l)/orwdi <lu(^ from India, to Kngkind lor 
i the inoiu'y \vht(‘h has l.luis launi inva^siod in India.. Iiulia 
I lias also a,nmndly to pay England a. consithM-a.hlc sum for 
ihe expenses of ih(^ Jlome (hiverunH'iii., (dr olheia-l sala-rics^ 
a.nc| for oriicial ptaisious, Indirn (.lun’el'orts ha.s i,o export 
(M >111 modi lies not- only sulliihmt io pa.y (dr Ihosi^. which a.ro 
importoil lad. also suili<’i<ait to liipiida.t.i^ l.lie j>a.ytn(mts to 
whieli rereremu' lias just, hiaai madia I liS'<‘x pori-s must 
tJH*rt‘ldr<‘ (sieli year las largel}' in mxetsss ol' Ina’ imports. 

d'lii' priiii'ipit's ol' int.(‘rna.tional (.ra.de lia,ve now been 
i'xamiiied in sniru’ii'nt divtaik In (.he next cha|>ter Iht'.so 
priin‘ip!es will la^ applietl to a. vtny important ease. 'irtu^. 
iaw.s will hi* inv(‘sf.igafed whlidi dei.t'rmine the va.hut ol* 
money. wlit'O (In' prtH'lous mi'tals ol’ wliieh money is e.om- 
posctl an* eonsidi'fini as tmninmtrities, ('xported ami im- 
piJiivetl, as ortlinary a.rt.ieles ol*comimn’e.t'. 
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ON TIIK TRANSMISSION OF TllH I'ai'IOtOirS MliTALS FROM' 
(INK OOUNTRT TO ANOTHER. 


E AIUI ('i)initry <»lii;Mins iis su|>[)Iy of 1,h(* procious metals 
in l.wo ilisduc.l, ways, hi tlie finst place, anil 
silver are impurl.t'd from I.Ik'. miniiijf emmtries as ordi- 
na,ry I'otumodities of eommorec', .-uid seeoiully, I,lie pn>eioiis 
mel.als, in t.lie (oriu ol momy', are sent from one country 
to anotlu'r for various purposes. For iii.stanee, loans are 
rais<‘<l in England for India, and tlusse loans a.r(^ in a greui. 
part transmitted to that country either in hullion or in 
siieeii'. I'Ino'land annually purchases from (Ihina an 
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^ \n iluH liu' vuliu' nf Uit* pn*<u<nifi tiihiak wIh'u in ImUioii, 

iH t-o Im Ihn {-utmn he wIumi tHiiiUMl iuit) mtuH'y. li lutn Hlrhiuly 

bhou htfilctl ilmt. H of j'olil nuuii lin.v«^ Mii^ Hjiiuh vahiE 

wbaUun' ii» iMillitm or In ajaa'in, if no aharf't' ia niado for tlia t'\|Kui;T> of 
Cdiiiuiij-': Uiift (fold, hi I'luj-dHiid naid in jaua'j’a,l otlnu* a.dUut t'iFit aniniui"; in 
IH'rfni'uu'd by t.lu' mini. Kritl.tniniudy. If l.hi'i’t'fnrt^ a,u ouiaMi of {'old ia 
tdUuai to iho hn(.'liah mini, iia valut' muai ho t^xaoily roproaoniial l»y iht' 
tunoimi of niom'y into whiidi ii oitn ho o.oinotl. If |.,'(dd in Inillion w<'*r<' in 
tho oliithh'ai iloKr«a» moro \aInahlo llutn whon in ooin, ii would at oina' 
hoootuo jM’tdliahlo In imdi nioiu^v nud ilma oonvori ii luh> htillitni. If, on 
tlmothof hnnd, hullion worn Iona \alnahlo jhnn ooiu, InUliou would ht' im« 
nuHliaioly iakon io ilio mini to ho oonvoriotl into monoy. It. ia ihondoro 
ovidmii whon no rhnrini ia mado for roithmt, ihai t-ho \nluo of JniHion and 
Hporiti muai ho mou'tly tajuivahmi. h. may ho\sovor l»o ihoupjd* OKpodioni 
that, ilm Hovornamni almuld uid. lu'ar ilio (‘oat of lanniuji;, A atU'iain aum 
niinhi ho rharjuHl, it nm*d n. ludianoiayits whon hullitui in omtvoviml luio 
naauy. If it Im unMiimnl ilint thia aoiKnora(':<' ia out' p<a’oout. U|Km iha 
amtmni otnnotl, tho vaha* of a ooriain ({unuiiiy of iho {nwioaa nu'iala 
Nvlu'U in tlm form tjf nmmy wtadil oxoaod hy nno pm’ otmi tha valuta of 
tho uanm woiphl. <(f hnllitm. 'I'ho t^maititm wlud.hor or tu4 it would Im 
thniirahhi itt imp<»ao a. ladp'miraKo at tlu» hhiKliiih mint munt ho nuiiiily 
datta’mitu'il hy tHanudtU'iuE; wla^hor tlm inoonvonitmtm ariaiaK from tua-n 
Hllghily altoriuK a rootifpii/anl aiamlartl t»f valuo wtjuhl la' r.ompmumit'd hy 
rtuaoviuK tdio oitjauuu' now impoatul upon ihu naiiou ai darj-^o hy mir jiro' 
Honi Hyatom of pyaiuitoua tminini-^. 

F. M. I) 1 ) 
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enormous amount of tea and silk, and China prefers to be 
paid for this tea and silk by the precious metals rather 
than by our manufactured goods. A great portion of the 
rent of the land in Ireland is paid in money to absentee 
landlords. Capital may be invested in our funds and rail¬ 
ways by foreigners, whose dividends will be annually paid 
to them in money. Again, with regard to international 
tra,de, it aniist be remembered that commodities are not 
always exebanged by barter, but are almost always bono-ht 
and sold for money. English' merchants who purchase 
wlieat from France pay for it in money, instead of offerino* 
otlier commodities, such as iron and coal, in exchange for 
this wheat. These and many other circumstances which 
iiiight be enumerated, cause a considerable amount of the 
precious metals to be constantly passing, either in the 
form of money or bullion, from one country to another. 
Jt will be convenient, in the first place, to consider the 
precious metals as exports from the countries whence they 
arc^ (jbtaimul. 

A (^ousid(arable portion of tlic industry of Australia and 
CaJifornia, is devoted to gold-digging; gold is, to these 
countries, as truly a staple article of export as hardware or 
(solition clotli, are in England. The precious metals may 
llKaxIoi’c be regarded as an ordinary article of export or 
import; tlie value of these metals is consequently regu- 
la,t(Ml by the same laws as those which determine the value 
of any other commodity which is bought and sold in the 
transactions of foreign trade. For instance, Australia, like 
any other country, must pay for the commodities she im¬ 
ports by tlxose which she exports. It makes no difference 
wliatever that a principal part of Australia's exports happens 
to he gold. It may in fact be shown, that the discovery 
of rich gold mines in Australia exerts on tlie industry of 
that country an influence similar to that which would be 
produced by the discoveiy of rich deposits of some material 
wliich, England exports; such, for instance, as iron. If the 
discovery o(; very rich deposits of iron-stone caused a great 
increase in the quantity of iron annually produced in Eng¬ 
land, iron would inevitably decline in price. This decline 
in price would increase the home demand for iron,, and the 
foreign demand would also be increased, because iron 
would be offered to foreign countries at lower rates. An 
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various purposes for which gold and silver are transmitted 
from one country to another in the form of money. Xb.e 
reason of this constant transmission is, that gold and silver 
contain great value in small bulk, and therefore can. te 
sent from one country to another at little cost. The pre¬ 
cious metals, moreover, are willingly accepted in exchange 
for goods purchased by every trading community in. the 
world. Each year we purchase an enormous quantity of 
tea and silk from China. The Chinese are not very willixig 
to accept any of our manufactured goods in exchange, h>ut 
they seem eager to sell,us as much tea and silk as ve 
choose to take, if we will only pay them for it by gold and 
silver. Many of the commodities imported from India 
a,i-o paid for i)y money. Vast sums of specie are also sent 
from England to India, to pay the various officers of our 
government, both civil and military, and also to pay the 
wages of those engaged upon the railways, and other pnblic 
works which are in the course of being constructed, prin- 
cipiilly by English capital. In fact, so various are the 
|)urpo.ses ibr which England is obliged to send the precious 
metals to the East, either in the form of bullion or specie, 
that the annual export of the precious metals from this 
country to India and China has, in some years, amounted 
to 14,()00,0()OL 

The precious metals are also transmitted from one 
(vmutry to another, for the purpose of investment. If, 
ar,cording to our former example, the yield of gold in 
Australia sliould be doubled, it would be reasonable to 
cunclutle, that the whole of this increased gold would not 
ho outiroly absorbed by the consequent expansion of timde. 
Many of those who possessed the gold would send a portion 
(.>1’ it' to England and other countries, to he invested in 
various securities, such as funds, railway shares, &c. 
Statistical returns prove that this is the course pursued. 
Almost the entire gold which Australia annually yields is 
scdit to England. A portion of this pays for tlie conaxno- 
dities which England exports to Australia; a great part of 
tlie remainder is invested in our funds, in railway sliares, 
hank shares, and various other securities, which are bought 
and sold in our money market. The precious naetals 
which arc thus poured into England she again, re¬ 
distributes, sending in some years, as has been just 
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remarked, no less a sum than 14,000,000?. sterling to India 
and China. 

In the remarks on price, it was shown that the general 
prices which prevail in a country are regulated by the ex¬ 
tent of its^ cominerce, and by the amount of the precious 
metals which exist in the country in the form of money. 
It may, in general terms, be stated, that if the population 
and wealth of a country increase, prices will decline, unless 
a greater amount of money is brought into circulation. 
On the other hand, prices will rise if a greater amount of 
money IS brought into circulation, when there is neither an 
expansion of commerce nor an increased production of 
wealth. It is most undesirable that there should be any 
great fluctuations in general prices; it is true, however, 
that popular feeling is not unfrequently opposed to this 
idea, for there are many who still think that general high 
prices are advantageous to the producers of commodities, 
and that a general decline in prices would benefit those 
who purchased the commodities. A general rise or fall in 
prices means that the standard of value is altered; if there 
is a general rise in prices to the extent of one hundred per 
cent., two sovereigns will be only worth as much as one 
sovereign was worth before; the country rvould not be 
richer; the only result would be, that the terms of every 
money contract would be altered. Those who had fixed 
money payments to make would only have to give half as 
much value as before, and all whose incomes were derived 
from such investments as funds, guaranteed stocks, &c., 
would have their real incomes diminished one half, for 
300?. a year would now be worth no more than 150?. a 
year was worth previously. Such consequences would not 
only be disastrous to individuals, but would also, if of fre¬ 
quent occurrence, give to all monetary transactions an 
uncertainty which would act most prejudicially upon the 
interests of commerce. It is therefore of great importance 
that general prices, or, in other words, the value of gold, 
should fluctuate as little as possible. General prices are, 
as previously stated, regulated by the quantity of money 
in circulation, compared with the amount of the nation’s 
wealth and commerce; hence, in order to prevent a fluctu¬ 
ation in tlio general prices which prevail in a country, the 
quantity of money in circulation ought to increase or 
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decrease as tlie commerce of the country increases or 
decreases. 

It may appear that such an adjustment can have little 
chance of being made in England, because she receives 
gold from so many sources, and again sends it to other 
countries for so many various purposes. But, in spite of 
this apparent complexity, there is an agency constantly at 
work to regulate the quantity of money in circulation, so 
that the value of gold exhibits great steadiness, and, except 
within certain small limits, is subject to few fluctuations. 
The mode in which this agency acts may be explained in 
the following manner. Suppose that the quantity of gold 
imported by England from the gold*producing countries 
during the next year were to exceed by 4,000,000/. the 
amount which she imports during the present year, but 
that in every other respect there should be no difference 
with regard to her commerce, either home or foreign, be¬ 
tween the next year and the present one. This extra 
4,000,000/. of gold, it may be farther supposed, is converted 
into coin. It might, therefore, appear that an additional 
4,000,000/. of money is brought into circulation, and that, 
in consequence of this increased specie circulation general 
prices would inevitably rise. But this rise in general 
prices could not long continue ; a force w^ould be brought 
into operation which would exert a tendency to restore 
prices to the point at which they previously stood. For if 
such a general rise in price should occur in England dur¬ 
ing the next year, and no similar rise should take place 
in other countries, it would manifestly be to the interest 
of England to purchase such commodities as wheat from 
foreign countries, in order to avoid the higher prices pre¬ 
vailing in England. Foreign merchants would also be 
anxious to participate in the high prices current in Eng¬ 
land, and would therefore increase, as far as possible, the 
quantity of goods which they export to England. Both of 
these causes would act in the same direction, and would 
ahke exert an influence to increase England’s imports and 
to dipiinish her exports. The equation of international 
trade would therefore be disturbed, a large amount of 
money would be sent abroad to pay for these increased 
imports; in this manner the gold temporarily added to 
England’s circulation would be rapidly withdrawn. The 
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extra 4,O0O,OOOZ. of gold -would not be permanently added 
to England’s specie circulation, but would be gradually 
distributed over every trading country. 

The various modes in which the precious metals are 
transmitted from one country to another have now been 
described. A special chapter will be devoted to the con¬ 
sideration of the leading effects which have been produced 
by the remarkable gold discoveries which have been made 
during the last few years. 
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TT was remarked in the last chapter tliat, in foreign coni- 
X merce, cominodities arc seldom (sxcdianged by barter • 
each country usually purcliases its iiup(,.rts by money and 
sells jts exports for money. If coal is exported to Prance 
and silk is imported from tliat country, a cargo of coal is 
not bartered for so niany bales of silk, but the coal is sold 
tor money and the silk is ])iirchased with money. Let it be 
supposed tliat A, an English merchant, sells a cargo of 
coal to B a I ranch mm-chant, for 1()()(W., and that C, ano- 
ttier English merchant, purchases from D, a French mcr- 
clianb a certain number of bales of silk for lOOO^/ It is 
manifest that there are two distinct ways in which such 
trading trmisaetions as these may he settled. In the first 

A?nnn, P'«'‘‘''aHes hy sending to 

A 1()()()6. irolu to .Kn<4'];uul; in a Bimilar way 

for the silk which he piirehascs hy sending to D 
1000^. from Itiiglaiid to jl’rauee. ]t is evident that/if this 
plan were adopti'd, 1;he risk and expense would ho incurred 
of sending 1000^. from France to England, and also of 
sending lOOOI horn England to Ifmiice. 

A second very obvious course might bo adopted, which 

would avoid tlie necessity of transmitting any money from 
one country to the othm*, and cu)iise(|ueiitly tlie expense 
just allmled to would bo saved. If (j wore instructed to 
pay the Itnglisli, merchant A lOOOl, instead of i)aiying the 
same amount to I), who livihs in France; if also the Frencli 
merchant B were iustri:u‘4nd to pay J) ] ()()()i,, instead of 
sending this amount to A in .England, the debts duo to A 

to be l^ranco and England are, in this case, supposed 
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ad D for the coal and silk they have respectively sold 
■ould be discharged without the transfer of any money 
■om the one country to the other. The course just de- 
jribed is almost invariably adopted in the transactions of 
)reign commerce; bills of exchange are the means by 
■hich the method is carried into practical effect. It is 
Qly necessary to explain the nature of bills of exchange, 

I order to show that they provide a machinery whicli 
aables the bargains of foreign commerce to be arranged 
L such a manner that the least possible amount of specie 

transmitted from one country to another. 

In the above example, when A sells B a cargo of coal 
ir lOOOi, A receives from B a bill of exchange. This hill 
a written acknowledgement that B owes A lOOOZ., and 
lat this amount will be paid at the date for whicli the 

II is drawn, if it is presented either at B’s own bankers, 

• at any other establishment which has confidence in B’s 
ilvency. In a similar manner the French mercliant D 
ho_ sells lOOOL worth of silk to the English merchant c’ 
ceiyes from C a bill of exchange for this amount. The 
nglish merchant A has therefore in his possession a bill 
r lOOOZ., which has to be paid in France, and D, the 
rench merchant, has also a bill for lOOOZ., which is to be 
dd in England ; if A and D exchange these bills, then A 
LS a bill which will he paid in England, and D lias a bill 
aich will he paid in Franco ; therefore both A and D’s 
bt can be discharged without the transmission of any 
ecie whatever from one country to tlie other. Tlio ex- 
ange here supposed to take place between A and 1) 
not usually effected directly by merchants themselves; 
ch transactions form a distinct busino.ss, which is carriocl 

by a class of middle men, who aro » termed money 
alers or bill discounters*. 

The English merchant A, instead of waiting to ex* 
ange his bill with the French merchant D, at once takes 
to an English discount house, who readily cash it for 
n, A paying a small sum for commission. D in a 


1 P 9 puln,r projiidico attaohoB to a bill iliBeoimicr a cortain opwobrimn 
it 13 not nnlrequoutly suppoaod tbat be is a powon who lendH moiiev 
laiirions rates of mtor0.3t. It is bardly nooassary to state that tliis is 
anloimdod prejudice; no buaiuoss is more legitimate ornioro tisefnl 
u that which 13 carried on by the disoount houses in a commercial 
citry. 
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Bimilar manner gets his bill cashed by taking it to a 
discount house in France; in this way the English dis¬ 
count houses collect all the bills which are drawn upon 
France, and the French discount houses collect all the 
bills which are drawn upon England. The French and 
English discount houses then exchange the bills thus 
gathered together, and are remunerated for the trouble 
which they thus take, by the small commission which is 
paid to them. If, therefore, the value of the exports sold 
to France is exactly equal to the value of the imports 
which are bought from that country, the whole of the 
trade between tlie two countries can be carried on without 
the transmission of any specie; in fact the transmission 
of specie can be as completely avoided as if the whole 
trade was one of barter, and coal and iron were bartered 
for silk and wine. 

It, however, very rarely happens that the money value 
of the exports which are sold to any particular country 
is exactly e(pial to tlie money value of the imports which 
are bought from the same country. Suppose that the 
annual value of England’s exports to France is 10,000,000^, 
aaid that tlie annual value of the imports from that 
comitry is 12,0()0,()00^. Under these circumstances it is 
manifest that the bills which are in the possession of 
French merchants, and which are drawn in England, will 
exceed in amount by 2,000,000?. the bills which are drawn 
upon France, and which are in the possession of English 
merchants. It is, of course, to the interest of the English 
merchant to pay the French merchant by bills drawn upon 
B'rauco; by doing so the English merchant saves the ex¬ 
pense of sending specie to France. The Jfreiich merchants 
who have bought the goods we export are for similai 
reasons anxious to pay the English merchants by bills 
drawn upon England. But since the value of England’s 
imports from France exceeds the value of her exports tc 
that country, England will have to pay to France a largei 
sum than France has to pay England; therefore the de¬ 
mand which exists in England for bills drawn on France 
will exceed by 2,000,000?. the demand which exists ir 
ITrance for bills drawn on England. In fact, Englist 
merchants have to pay in If ranee 12,000,000^., and there 
are only 10,()00,000l of French bills wherewith to make 
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niake pnsm.mfs I.. I'Vanee hy nu'ana oi’ Uu'se hills, insl.end 
of Iransiniltnm. spi'ei<', which iiuolve.s an expense of I,wo 
pereenl. haedi .h ineivhanis, therehuv, will eonuiihi' for 
purehaie ,,l lull,; drawn on France, and Uiis mimpel.i- 
tmn will iiieviiahly raise Ihese hills hi a, preiniiiin which is 
ttpproxuiiaPdy c.|.iiyalenl p, (he cxpciisc of transinitlirn'r 
.specie io hiaiice. The preiiduin upon hills ciuiimt exceed 
this aimuinl. heeau ,e if if did a.. Mien it would he cliemter 
to Iniirjulf .-.prrir th.'ui hill-;, " 

Siuiilar <'un:.hirratiftu;; will (hnl, in h'mmv hills 

wlui'h aiv ,lj;nui HU Kn-Jautl will n|. a <‘onvsiH)mlin<r 
lurrchaaf i li.'ivr (o ll,000 ()()()*/ 

tiun-r fnv “Muih; tu Ktiulaud lhati ihi4 him) ( 4 ) 

pay O.r nupourd fnan iluil tMumU-y. In I^Vaiuad 

lhrr<^ will Ih* ihiHHi.unu/, n( hi|)..j drawn nn Kngia.iul in 
pna.t a .nm mJ iMna’li ni»i rhaitf ,, atnl aiiua' I'Va,n(nh]|a.H (llllv 
In pay hardand i{).()(H).{H)0/., tlaav will lu^ a. dniimtul for 
flu - annatut n| lull., tlia\\n nii l'a»‘dand. 2,000,000/i. 
«‘j' ^hr lull, diaun MU, Kn-dand tatial (iMavnaa^ h(‘sani. (lU 
Knjdand In hi* ra Ja-ch and tin* nmnay will ihan hiiiVa In 
ha iiaHaiulf«d fi» l*ianf4\ laif i{ a hill drawn un I’*ln|^'Iand 
In ni>l waiilfd tu hiauan In pay jfvr pn<ula hnut^iit. in 
Kn-land, ' uah hiJi-. nnr.t fall oda tti:.<Miunt. A monay 

daahn' olnifiii.lv cNitUinl altdrd la niva a, tnaralia.nl. ninra 
than 0 |m{ a In 11 ni} hai,*dant} Ictr 100 /. 0 p, m iiaaassnry 

litN hill In Hiadand, In ha aanlnTh nnd havn tlia 
tuanny tian.uutlad ta iMaiira; aim’a i|, has Inaai assuniatl 
I iia I . a a 1 1 ! t a n ai 11 '. nat at 1 .it ; f w a par at ‘U f, of f ht‘ apt a an 
IraiiattHlnd. W hntn llnat-iara^ hltla drawn npaii I^Vanca, 
ura af a piMinniui tn hill’, tlrawn an ^^n;^iand 

will 1 h* at a aMin -piindiuy thNi'tnnil in Kranaa. If liiaHla.(in 

tiflhnav... wliu-U in htUt^ daNtaihail axiala, it IK ft^aluuaally 
Hiiid^fliai fha a\ahan|.(a iii ayaitiat 1‘lngliiinl and hi favour 
of Ki’ainaa ' 1 
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Tlu^ oriiriii, of this plirasoolo^j^y may 1 h', roa,(lily ('.xpla.inod 
It is ovidoiit, tlh'it) tlu^ oxaha-n^x^ is a.i>'ainsl, Kno’land, ami 
in, favour of Kramio, wlu'.n tlu^ (ximimuxa^ biMovium Llui two 
<ioniii,ri(\s is such, that it is mxa^ssa.ry to simd s|)(H‘i(; from 
Kno’laind to Kramu'.. Atom^. time^ tho bdid* wa,s univm\sal, 
and is still v(ay i>xm(;ra.h tha,t tln^ prold, whi<;]i a 'na.tion 
(hu’ivcs from for(,a<»’n <;omm(a*co. ca.n bo arcinxiU^ly (\sti- 
matCMi by tho amount of spiafn; which sln^. siuxuaxhul in 
dra,wing to herself frotn otius’ (x)untrios. dliis ludiih* formed 
tlu; lia.sis of the Mercajil-ih'. System. Statesnnm of every 
(xminuvreia.l nation ha,v(\ in yea,rs gom^ liy, vied with each 
o(Ji(‘r in fraaning ingmiious (h‘.vica\s in (‘ncourage the im¬ 
portation of the prixfious moi.aJs, and in impi'di'. their 
(‘Xpert, It is no wofulm; than, tha.t tlui (^xelia.ng(^ is d( 3 - 
scribed as Ixhiig against, a. (anintry, when iiiS (brcvign trade 
is in smhi a position a,s imwdinhly to nspiire tlm trans¬ 
mission of sp(‘(*i(‘ to fonhgn couni,ih^s. 

'Tin; <‘xcbajig(‘ will, ol‘ cours(‘, b(‘ a,t par wlnm l,h(‘ va,hio 
of th(‘ (exports to a, (‘ountry (‘xantly (spia.ls t,h<^ vaJm^ of the 
imports from th(‘ sa,m(‘ (snmi.ry. If it ha,d bmm supposed, 
in i,h(‘. a,bov(; ('xamphx tha,t th(^ valine of hlngda,n(l s importH 
from hVa,nc(; wa.s 10,()()(),000(5. instead of 12,000,000?,, 
tlam, in (sarh eoiintry, tln^ (h‘mn,n(l for bills drawn upon 
tin‘ oth(‘r country would b(^ (‘xa(*t!y (upial to the a,mount 
of hills i.o lx; dispos(Ml of; tmthing' wotdd ca,us(^ tlu^ bills of 
(Mtlun- country to rist' io a. pnmiium, or fa,II to a, (liscunint, 
a.nd (.lu‘ (xxt‘ha.ng(‘ would in (‘anh country be at par. 

lli(.lu‘rto, in I his cha.pbu*, wo havix supposed that the 
e,urr(m(‘i(‘s of dilhuxMii, na,(,i()ns ar(‘ idcmtical. WO' will now 
t^xa,min(‘ a, cas(‘ wlnax^ two couniriirs, smdi as lO’ance a,nd 
Kngh'uul, ha,VC i-hc difiennd; cnrr(uici(‘s which ih('y poss(‘SB 
a,t tlu^ preseni, i.im(\a.nd wliich, in spii,(‘ of rixison, (‘(‘onmny, 
and c.onv(urumcc, tiny will proba,bly maintain for nuuiy 
years i.o (umnn 

In i,ho hrmmli (‘urnuny, tlu‘ IVaanx a.s tlu‘ gxuu'ral 
UKS'isun; of vaJutx o(xaipi(‘S i,h(' sa,nu‘ j)osii,ion a.s i,h(‘. pound 
shading (lo(‘s in our own (‘oina.g(X If tin; fOxandi wish to 
cxpix'ss (,h(; va,lu(; of a, h'unhsl (‘si.a.iix or a.ny oi,luu’ kind of 
wea,li,h, th(‘y say tha,i, it is wori.h so many IVn-iies. In oixhu' 
to C()mpa,r(; va,lu(;s whic.h a,r(; thus diflbroid.ly (‘Xprc‘ss(;d in 
the two countri(‘s, it will lx; snirnfnmiJy <‘x:ud^ if wt; con¬ 
sider that 25 Jra.ncs an; (xpiivaleut to U. steading. When^ 



Foreign Mxdiangp-s. 


therefore, an English merchant sells lOOL worth of goods 
to a French merchant, the former would receive a bill 
drawn upon the French merchant for 2500 francs, and 
not, as we have above supposed, for lOOi. If imports 
from France to England exceed in value the exports from 
"England to France, the exchange will bo against England, 
and in favour of France. If this be the case, England 
will have to make lai-ger payments to Fratice than France 
has to England, and there will consequently be in England 
a greater demand for bills drawn on Franco than there 
exists in France for bills drawn on England. Consequently, 
a bill drawn on France for 2500 francs will in Enghmd bo 
worth more than lOOZ.; on the other hand, a bill on 
England for lOW. would in Franco be wortli less than 
2500 francs. It is manifest that the preirdum which Inlls 
drawn on France_realise in England, cannot exceed the 
cost of transmitting specie from the one country to the 
other. If the cost of this transmission should ho two per¬ 
cent., then, under the circumstances just assumed, it is 
quite reasonable to conclude that a hill upon Franco for 
2500 francs would in England sell for lOli. lOs,, and that 
a bill upon England for 100^. would in France only soli for 
24C3 francs. 

It should moreover be borne in mind, that when tlio 
exchange is against, one country and in favour of aiiotlu'r, 
specie must not only bo sent from tire fr)rmer to tlu^ lal.I.ei- 
country, hut the money of the former courrtry will also Ixi 
depreciated hr value, wlierr corrrpared with the moiuy of 
the latter country. 

When the exchange is against h]iigl:ui(l, siqqxisri l,Ii:U, a, 
person who irrteirds to travel in h’raiuH', takers 100/. (.n soiu<' 
ixroney exchange office in Lorrdon, lor the purpo.so of iiaiving 
it changed into French coin. Wlum tin* e-xcliaaige i.s a7, 
par, 25 francs are equivalent in value to '\l. sterling. 'I’hcs 
question now arises, How many fraxrcs will hi; given a,(, a 
money exchange office in London for 100/., when tin; ex¬ 
change is ^gainst Eirgland ? Since the C-Kclrangci is a.g'a,iu.Mt 
Englarrd, English money inrrst be sent to Fraiuaj to adj'ust 
the trade between the two countries, but no Freircl) nuiney 
wp for a sinrilar purpose have to he .sent to Englam'l. 
The monoy exchange offices will therefore ho compolli'.d 
Bpecially to obtain French money from Franco; they urust 
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i-horc^foni be coni])ens<‘it;e(l for ilio cost, of import,in<^ this 
Kn'.nch coin, a,ml (^onstMjmaiiJy ]/. stia'liiio* of Eno'lish moTu^y 
will cxcba,n^<>;’c for l(\ss i,ha,u its (upiivahaii, va.luo in b^rcncti 
niom^y, mumily 25 IVancs. hln^^'lish mom'v, ilu'r(^ror(\ would 
l)(Mh‘pr(H;ia,t(Ml in va.ln(\ compa,n'.(I with hrmnrh mon(w,a,nd 
this (h^pnK'.iation would not bo aa'oidcHl, own if l,h(^ ICmdish 
rnciiicy W(MHvca\<5ha,no’(Ml for hrmudi monoyin li'iris, insd,(\ad 
ol: in London. Tho. (‘xcha,n^i»‘(^ being* a.gahist Linda,ml 
hhiglish monoy is sent from Kng*Ia,ml to’ i^Va,n(H- 
th<n*e is a, surplus of Knglish money in Fra.m^e, or, in othm' 
words, finglish money is a,t a clisimunt wlum (iompa;rcd 
with French rriomy. ^ 

If, on the oih(‘r ha,ml, the exclia.nge is in favour of Fmr- 
land, tiu‘ English moiu'y wall bo eomfmratively of gnxiter 
value tha,n French ruom^y, and F. sterling* will i‘x’dia,n<m 
lor mOH', tha,n^2o fra,m‘s. Huppose tha,t a, |)erson wdshiim 
to exchang'(3 English money for French momy go(^s t,o a,u 
exchange oHlcn in London. A fa,voura,ble <‘X(dia,ng(‘ im¬ 
plies that tliere will n, surplus of Frmudi mom^y i’n Mm^- 
la,nd, because Frmich mom^y has been smit l,o Lnjda,ml 'iii 
order to adjust the tra,de betwemi l,lu‘ two cmintric^s. 
lh‘o])l(‘ tlieivfore vvill l»e anxious to disposi^ of this Lnaudi 
mom‘y, for it will not in Fngla,nd pm’form tlu^ ordinary 
lunc.tions oj umimy. Lnglish i.radesmen will not anci'pt t] 
Ira.iu’s instead ol halt-a,‘crown, ca,l) fa,n*s (*annot bt‘ pa,id in 
Lnnch (‘oin, a,ml a. pm'sou in London with oidy Livuch 
moi)(‘y in his pocki^t would subject (o as many incon- 
vtmiemys as if a, Ira.va^lha' W(a*(‘ in Iktris with only'Ihiglish 
moiu^y in liis pock<‘t, I hos('p(*rsons, ( hmavlore, in I^aigh'tml 
t() whom LnMH’h mom‘y has Ixam s(‘nt to |)ay I’or (,h(' (sxwss 
of (exports to that (‘omdry, will la^ anxious 1,o lumvert this 
Lrmudi money into Mngiish money. This Lronch mom^ 
(xumot he sent ba,ck t,o h'ra,n<n\ w'ithout involying* i.he, cost 
ol t,ra,nsmission. AcormideraJile loss will id-so bo imairreil 
il (.1 h‘. utlua* alt(‘rna.tive is adopbal, and tiu' Freneli money 
wliieli is in Itngland is melted in ord<*r to b(' sold as 
bullion. Tlu'Sij eonsidm-a.tions sliow tbai Froneb momvy 
mnsi, b(^ d(‘prtuua,t(‘d, or, in other wards, wlit^n foriugn ex- 
eha.ngvs a.rt^ U'chniea.lly said to b<‘ aga,inst a. (atml’ry, the 
momw of tht' country will Ih' d(‘pivcia.tcd, wlicn <‘om'pa,md 
wuth the money of thos<‘ eountritss with ivgard to which 
tlu^ lavourabh*. texidia.ngi; is suppos(‘d (,o texisl,. 
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Foreign Exchanges .' 

From these remarks it would appear, that when two 
countries such as France and England are considered, the 
hills of exchange which are drawn upon either of these 
countries cannot either rise to a greater premium, or fall to 
a greater discount, than that which would he represented 
hy the cost of transmitting the precious metals from the 
one country to the other. Some facts, however, may be 
recalled, which seem to contradict this conclusion. For 
instance, it is well known, that when the news of Napoleon’s 
return from Elba was first brought to England, the price 
of bills drawn upon foreign countries suddenly rose ten per 
cent. Mr Mill has remarked, ''Of course this premium 
was not a mere equivalent for cost of carriage, since the 
freight of such an article as gold, even with the addition of 
war insurance, could never have amounted to so much. 
This great price was an equivalent, not for the difficulty of 
sending gold, but for the anticipated difficulty of procuring 
it to send; the expectation being, that there would be 
such immense remittances to the Continent in subsidies, 
and for the support of armies, as would press hard on the 
stock of bullion in the country.” 

When the exchange is against any particular country, 
or, in other words, when bills upon foreign countries are 
selling at a premium, it may be thought that this premium 
must be always exactly equivalent to the cost of trans¬ 
mitting the precious metals. It may be urged that an 
unfavourable exchange is caused by the neceskty of trans¬ 
mitting specie, in order to pay for an excess of imports 
over exports; therefore the competition of merchants 
amongst each other to purchase foreign bills of exchange, 
in order to avoid the cost of transmitting specie, will force 
all foreign bills to a premium equivalent to this cost of 
transmitting specie. If, for instance, the cost of sending 
specie from England to France were two per cent, an 
English merchant who had payments to make to France 
would gain some profit, if he paid as high a premium as 
11. 19^. per cent, for bills drawn on France. It would 
therefore seem to be proved, that when the exchange is 
unfavourable, bills must be at a premium equivalent to the 
cost of transmitting specie. There are, however, other 
considerations which modify this conclusion^ and which i 
also explain the fact, that when tire exchange is unfavour- I 
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able, and bills at a preminm, this premium does not 
remain constant, but varies from day to day. 

It is no doubt true, that bills would invariably be at a 
premium approximating to the cost of transmitting specie, 
if it was always necessary to export specie, .when the 
foreign exchanges happened to be unfavourable to a coun¬ 
try. But it must be borne in mind, that the balance 
which a country has to' discharge, when the value of its 
imports exceeds the value of-its exports, may often be 
liquidated without the transmission of any specie. Bor 
instance, foreign commerce is liable to constant fluctuations; 
various circumstances may at any time occur which may 
increase a country’s exports or diminish its imports; thus 
an exchange which is unfavourable may be rapidly con¬ 
verted into one which is favourable. If such an event is 
anticipated, those who have payments to make in foreign 
countries will delay transmitting specie, or, at any rate, 
will refuse to pay for foreign bills a premium equivalent 
to the cost of transmitting specie. Such a delay may be 
obtained by various arrangements; for instance, a person 
wliose credit is good can always readily renew his bills at 
the current rate of interest. 

There are, moreover, valid reasons for assuming that an 
unfavourable exchange cannot be of long continuance; for 
specie cannot be withdrawn from the currency of a country, 
to pay for an excess of imports over exports, without in¬ 
creasing the value of gold in that country, or, in other 
words, without reducing general prices. But a reduction 
of general prices at once exerts a tendency to prevent the 
export of specie. If general prices are lowered in a coun¬ 
try, the exports of the country will be increased, because 
it will be more profitable to sell commodities in foreign 
countries. Under the same circumstances, the imports will 
be dimiuisbed, because foreign countries will not export 
so large a quantity of commodities to this particular coun¬ 
try, when generally lower prices prevail in it. It therefore 
appears, that an unfavourable exchange cannot long con¬ 
tinue, if the specie which is transmitted to foreign coun¬ 
tries is supplied from the money of the country. It has, 
however, been already stated, that the precious metals are 
often transmitted from one country to another, as an or¬ 
dinary commodity of commerce* Such an export of specie 
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caa scarcely be^ said to denote an unfavourable exchange, 
since the specie is not -withdrawn from the money of a 
country, and no effect is consequently exerted on general 
prices. Australia, for instance, annually sends 10,000,0002; 
of gold to England, but this export of gold from Australia 
does not show that the foreign exchanges are unfavourable 
with regard to that country; this gold is simply exported 
from Australia as an ordinary commodity of commerce. 
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I N PoliiP’a,! I^rontnny t,hr. vcay tuin\(‘ of (ircHliii is otnbv 
otiM urroufusrd ;um 1 ii('V(U‘-cnding ^limnissiou. Questions 
ooiuM'rniu,!;' tnunlit. may Ih‘ n^i^a.nhsl as l.Iu^ poloinics of this 
for l-lio stihjoot of o.uri'(‘noy is iutlnuiU^ly oouiU'.(‘.tcd 
will) cnHlii, Hh* (’urnauy has alwa,ys hcuai a popular 
\u\nc for tuurh va‘pio (.In'orising; it, sinaus to bt'- t\ot, unfre- 
(jiaad.ly tlutuyjit tha,t out. of t.lu^ iut.ri<%ao-ios of tlu^. (Uirrency 
prttlihon sonu' sjuMatio may ho evolved whio.h will sponta- 
ut’our.Iy rroa.U^ w«'alth, a.tMl whioh will providt^ an aihapuito 
rtsiualy lor (‘Very un,titUia-l diHast.iU*. It will, howcv(u\ be 
p(‘rt‘t'tvod thatr tln‘ rtuud.ions porloruual hy <;nHlit, and the 
indtH'tHM^ it exoaia on eurnany n.dmit of a, vtny simple 
('Kplana-taon. 

(Inaht Hi<>;nirn'H tlu^ ndation whi(di i^xists between, the 
horonver and letnhn^; credit (’onscapu'ntly implit^s trust, or 
eontidrniee.. Oih^ iudividuaJ, A, may hu.vo a lurg<n’ amount 
I of W(*nJth than lu'. wisluts eitlua’ to conmmu^ or to em])loy 
a.s capitab AnotJua* itidividua.1, Ih may gn^aily in want 
of this wtxdtlp (h'siriuB’ perhaps a < 4 'n*,aUn* a,moiirit of 
eapit.ai to assist tlu^ industry in which lu^ is (niB'sged; B 
therelon* says to A, If you will haul nu^ yonr w<%n,lth, 1 will 
pay you a, ctcu'taan u.muial huku for tlu^ \iH(5 of it, ami yon 
may (h^)Haid upon nn^ repay it to y(ni n,t the expiration 
of a e(a*taiu tinnx If A ha.s Hufllcitmt cotd’uUmco in B’s 
Holvemy a,ml is satistliul with Uu‘ terms whkdi are oiTcnal, 
A will ituul tlu^ W(adth. to Ih In other words, ca,lls his 
erislit into a(dJou t(^ borrow wealth from another imlividuah 
Aj credit tlnn’efore simply siguiheH borrowing and leudixig. 
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The borrowing does not always take place in the precise 
mmner just described; there is howerer no difference in 
principle, although there may be some difference in the 
mode in which the transaction is conducted. 

For instance, it is customary, when wealth is lent, that 
the loan should be made in money. If, in the above 
example, the surplus wealth which A is supposed to pos¬ 
sess consists of a stock of wheat, he will not, as a o-eneral 
rule, lend this wealth in the form of wheat, for lie will 
almost invariably sell the wheat and then lend the money 
Such a course is much more convenient, since a substance 
■wnicli is Tiniform in its value is always chosen to perform 
the functions of money. When money is lent, both the 
borrower and lender very accurately know how much they 
have respectively to pay and receive. But if, instead of 
money,_any other kind of wealth, such as wheat, was lent 
peat risk would be incurred both by the borrower and 
lender; because if the wheat were to be repaid at any 
particular time, it might then be only half as valuable, or 
on the other hand, perhaps far more valuable than it was 
at the time when it was borrowed. 

If it is borne in mind that credit is a synonymous 
expression for borrowing and lending, it wiU be readily 
perceived that various circumstances are implied in the 
existpce of credit. In the first place, there can be no 
pedit if a mp has not confidence in the person to whom 
he lenp. No one would be willing to lend his wealth 
unle^ he believed that he who borrowed it would repay 
It. Ihe more confident a man is in this belief tbe less 
rernunerpion will he require for the money which he 
lends. If A lends two sums of lOOZ. to B and C respect- 
ively, and if he places much greater faith in B’s honesty 
and ability to pay than he does in C’s, C will be compelled 
to pay a miich greater sum for the use of this loan than 
• ■ -j scarcely be said that the annual sum which 
is paid tor the use of borrowed money is termed the 
rpe of interest. Therefore two individuals borrowing at 
the same tune and from the same person, pay a late 
ot interpt which is determined by the confidence which 
he who lends the money may feel that it will be repaid; 
or in other words, by the faith which he places in the 
solvency of those to whom the money is lent. Since B 
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is supposed to be able to obtain a loan at a lower rate of 
interest tlian 0, B's credit is for that reason said to be 
better than G’s; hence, credit should be defined as the 
power to borrow wealth. This definition is more precise 
than the meaning given above, but not inconsistent with 
it. Credit being defined as the relation between the 
borrower and lender, credit will be good when this relation 
is easily produced, i.e, when money is easily lent or bor¬ 
rowed ; or credit will be abundant when there is a large 
number of persons ready to enter into the relation on both 
sides, and a large amount of wealth ready to be lent and 
borrowed. 

It has been said that C*s credit would not be so good as 
B’s, if C were compelled to pay a higher rate of interest for 
money borrowed than B. But it must be remembered 
that B and C are supposed to borrow money in the same 
place, and in the same country. If B borrowed in England 
and 0 in India, C would be compelled to pay a higher 
rate of interest than B, although C’s credit, so far as 
depended upon personal character and means, might be 
quite as good as B’s. It would in fact be necessary for C 
to pay this higher rate of interest, not because his own 
credit was not good, but because a generally higher rate of 
interest prevails in India than in England. This is tanta¬ 
mount to saying that the credit of India is not so good as 
the credit of England. The circumstances which determine 
whether the credit of any particular country is good or bad 
are very similar to those on which depends the credit of 
individuals. If the government of a country is unsettled, 
a revolution may quickly displace the ruling dynasty, 
and the obligation incurred by one government may be 
disavowed by the next which takes its place. In such a 
case as this those who lend money must be compensated 
for the increased risk which is incurred. States, either 
through dishonesty or through inability to pay, have some¬ 
times repudiated their obligations. Those who subscribe 
to government loans carefully examine the character and 
the financial position of the states to whom the money 
is lent. The result of this examination is shown in the 
price of foreign stocks, for the prices of these stocks form 
a measure of the credit of different countries, Kussia 
can borrow money at five per cent, when Turkey is 
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coiMclled to pay (wcu i.ions iliau too p,.,- oont. Tho oro-llt 
Turicey^^^ tlicroluro j,n at least twico m good as tliat of 

Honco the moaning to ho attrihutod to the wo,v1 
credit IS the power to horrow, wliol.lior (,Ih! crodii of . 
individual, or the credit of a stalo is spoke,, of i( ‘ 
perhaps excite surpriHo tluit so simple a signi(i,.al,iou is 
given to the word credit, for it is often sp,h,m of in o 
most mysterious inaimm-. Tims some political ecououiists 
assert that the [innciples ol this seumci' can only ho un- 
lolded to those who ])ro]»erIy appreciate the groai: maxi,,, 
that credit is capital Jl the true naturodf cri'dit is 
iKinio in mind, d, will Ixs n,l» nmu* iK'rnnivcMl tlnd fln^ 
niaxmi iustisid of heiiig pregnant with m.-aning is a strikl 
mg md,cat,0,1 ol <s,ntusion of thought and launua-e. The 
iuudaiiieiital idiu atlachoil to eapitaJ is, tlia,ril, fs a fund 
roll, wluoh to leisl. and otlmrwiso to support lahourem 
Caedit isapowi'i- to horrow, and suiviy lahotirers cannot 
1 m dd on a |>o\vor Jn borrow. 'I'lio power to borrow if ("c- 
erciHod, inay ol.tiun capihd. _ Just in the .same w.'iw the 
mnseh's ol a man s arm will, if reipiired. lift lifty piamds- 

poinlisr’" ' filly 

We shall proceed lo point out (he real assistaiu’e whicl, 
credit hmds to the production „f wealth; in doim^ so h 
w.l Ml shown thal if there were no credit miiH, le.ss 
width vvoiil, Im‘ saved, mid a great perl ion of that, which 
IS saved would cease to he pimduetivelv employed. Poli- , 

that emlirir Tt "m ’"'fin aflirming 
tluifcc.iuhfc H capital, altliough it may he slmwii that the 

CMstijiicn ol eredit materially aids (Im prodiietiou and 

. pit,1,1 ,1 the eomitry must lie applied to iiulustry by 
tluwe mdiyidiials who aetiially po.s,se,H,s it. A nor,sou who 
saves woalth, hut doi-s not wLsIi to employ it „pon any 
jn( ustna,l piirpo.si's, would he preventod usiid it us eanitaf 

wlm w 1 Id he willing to devote d, to the further produetinn 

saved by tho.se wlio wish others to employ it as capital 

‘r of tlm amount may 

be luuued iroiu gliuicmg over tho aceoimts of such iimtitu- 
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tious as tlie London and Westminster Bank. The average 
amount of the deposits which are held by this hank exceeds 
18,OOO,0O0L This vast amount of wealth has been col¬ 
lected from a multitude of depositors, who are in very 
different positions in society, and who are engaged in the 
most varied occupations. Experience teaches, that even 
the most prudently managed bank need not keep in the 
form of money an amount exceeding one-third of the 
sums deposited with it, in order to meet the every-day 
demands which are made upon the bank by those who 
have deposited money. If, therefore, a bank has deposit 
accounts amounting to 1S,000,000Z., at least 12,000,0002. 
of this sum may b^e applied by the bank to productive 
purposes. The profits of a banking establishment mainly 
arise from such an application of their deposits, for the 
bank either employs the money directly as capital in 
carrying out some industrial work from which profit is 
realised; or, as is generally the case,_ the bank lends the 
money to others, who use it as capital, and who pay a 
certain rate of interest for the loans thus received from 
the bank. But suppose that either from the instability 
of the government, from a generally low state of com¬ 
mercial morality, or from any other cause, the credit of 
this country should be materially damaged. Confidence in 
banks and other similar institutions would thus be lost. 
Those who now deposit in banks the money which they 
do not refiuire for their immediate wants, would then cease 
to do so, since they would be prompted to hoard it for the 
sake of security. Some idea may be formed of the extent 
to ‘wliicli such £tii event would a^ffect the capital oi tiio 
country, when it is remembered that the credit of the Lon- 
don and Westminster Bank enables it to gather together 
18 000 0002. in deposit accounts; of this amount a sum 
equivalent to at least 12,000,0002. is employed as capital. 
The foregoing remarks suggest one of the many modes 
by which credit economises the resources of the country. 
Iliese deposit accounts represent the sums which trades¬ 
men and others keep to meet their current expenses; for 
instance, a person who receives an official salary oi 1UUU6. 
does not wish to invest it, because he will 
upon it during the year. He would also be afraid to keep 
so large a sum in his own house. 


He therefore deposits 
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it in a bank, and gradually draws xipon it as h^c remdres it 
Ill tliis inanpui, small sums wliicli would not otlicrvvisG Ijg 
invested as capital are collected by banks, and a larrm 
proportion of the aggregate sum winch is so colloctedls 
productively employed as capital. ‘ ‘ 

Again, many persons •who'accunudato wealth would not 
do so if they were obliged to engage in business tlmmselvcs 
and to superintend the industry wlucli nmy bo supported 
by the wcaltli which they save. An individual, A niav 
have an annual income of 20002. Ono thousand pounds a 

year suffices for h.is (mlin.-uy cxiiendituro; he is therefore 

glad to save the remaining ;i()0()2., if ho can prolitablv 
invest It. J.mt very probably ho docs not wish to eno'a.m 
in any industry liimsolf, or if ho is already so emnvnnl 
he may not wish to exte.nd his o|)erations by lirhudnc.^ 
more capital into his business, ille will therefore he 
anxious to lend tho 10002. which he is disposed to save to 
some one whom ho can trust, and who will pay him in¬ 
terest for the use of it If it is assuineil that the money 
is lent to b H proliahly desims to borrow it, hocause he 
thinks that he can so advautagcously (uuploy this sum as 

(japital, thiit ^vlIl Ix^ a prolii) ronuiiniiiiLj* to luin aftor 

ho has pa,id intmy,st for tb<^ ns(i of ibo loan. If, however 
A placed no coidhlo.iuu*. either in IJ’s credit or tho credit 
of any otlu'r individual, ho would not lend tliel 0002. ho 
hiul saved, and tlnnadon^ the money would not he em¬ 
ployed as c;),pita,l, uub'SK A duise so to employ it himself, 
it hasjiowever bee.n_ snppo.s<'d t,ha,t he is unwilling to do 
this, iiyall probability, Irlierelorts, be would spend tbe 
1000/^., if tlu) aliseimeoferedit previnited him from finding 
a prohtablo investinent lor if,, The. consequence of this 
would be, that the industry of tbe eoiintry would be seii- 
ousjy a.ltectod, since tho ‘accumnla.tion of capital would 
bo impeded. 

Tlierc is aimfher mode in wliioh tlio existence of credit 
most powerfully a.SKis(,s the priuliictimi of wealth. It has 
been (iC([uently remarked, that iiotliiiig coiitrihutos more 
poweilully to promote the wealth of a nation than its 
pvihlic works. The railways, docks, canals, and roads of 
this country are not only the surest signs of its wealth, 
but bavo also^ been I,be chief instrumouts of its industrial 
gioatnesH. huch an undortaking as a railway, howovor, 
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requires an amount of capital for its construction too 
large to he supplied by one individual. Sucb works 
therefore, are carried out by a company, who collect the 
requisite amount of capital from a great number of indi¬ 
viduals. These individuals would not entrust their capital 
to the company, unless they could place confidence in it 
or, in other words, unless its credit was good. Moreover 
not only must the personal credit of the directors of the 
company inspire confidence, but it is also necessary that 
the credit of the country in which the works are carried 
out should stand high ; because great risk will be incurred 
by sinking large sums of money in works which would 
be easily destroyed if the government was in a state of 
anarchy, and property consequently insecure. 

Enough has now been said to show, that credit as 
powerfully as any other agent contributes to the pro¬ 
duction and accumulation of wealth. Although credit is 
not capital, yet a great portion of the capital of each 
country is undoubtedly due to the existence of credit. 
The higher the credit of a community is, the more 
completely can every particle of wealth which is saved be 
economised. Credit, in fact, enables the wealth which is 
saved to be immediately applied to the most productive 
purposes. 

Having in this chapter described the influence exerted 
by credit on the. production of wealth, we shall in the next 
chapter discuss the manner in which the prices of com¬ 
modities are affected by credit. 



CHAPTER XI. 


THE HTFLUENCE OF CEEDIT OH PRICES, 

an individual, B, uses liis credit in borrowiu: 

T T IIom A a certain sum of money, it is natural to sup- 

some written acknowledgment 
ot ^ s liability to him. The written acknowledgment of 
such indebtedness may he given in many different forms, 
and these various forms may be regarded as the tangible 
evidence of the fact, that credit has been given and taken. 

describe some of these forms in detail 
We will commence with a bill of exchange : some 
remarks have already been made upon this instrument of 
credit. It IS well known that the wholesale transactions 
01 commerce are seldom carried on by ready monev. If 
A sells B a cargo of coal for lOOOZ., A receives an acknow¬ 
ledgment of the debt due to him in the form of a bill • 
this bill IS a written promise\ that B will pay a certaiii 
sum to A on a particular day, and in the bill it is stated 
what consideration has been given for the debt which has 
been incuired* The time which has to elapse before the 
bill falls due is a matter of previous arrangement between 
A ^^d B, but upon, this point different customs prevail in 
various trades, which are very uniformly observed. When, 
for instance, a draper purchases goods of a warehouseman, 
a bill for three months is almost always given ; but in the 
book trade it is customary to give a bill for six months. 

A bill of exchange affords a convenient instrument for 
facilitating credit. If in the above transaction B, who is 
opposed to purchase the coals, should be a stranger to A, 
it is probable that A may require some additional security 

1 Tho promise is almost inyariably given in tbe form of a written 
order to a bamcor, wbo becomes tbe medium of payment. ' 


Different 
forms of 
credit. 


Bills of 
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^ch.\T’ besides the -written promise of B to discharge the debt 
'—[,>-1-/ Some bank with which B does business may have perfect 
confidence in him. B will go to this bank and say, A_ is 
not satisfied with my promise to pay, but he no doi^^bt 
would be if a public institution like yours would give laira 
some testimony as to my solvency. The bank grai^ts 
this request by placing its name upon the back of the bill 
which is technically called endorsing the bill. This en¬ 
dorsement makes the bank liable to pay the bill in tlae 
event of B refusing to do so; A then accepts the bill 
being satisfied with this additional security. Now A mny 
perhaps be in want of ready money, and does not wisb to 
wait until the bill falls due. He therefore gets this bill 
discounted; discounting the bill means selling the bill 
for ready money. If the person who discounts this bill 
for A is satisfied with the security which is provided by 
the two endorsements which are already on the bill, be 
accej)ts the bill without any further' endorsement; but if 
he is not satisfied, he may also require the endorsenient 
of A, the person from whom he purchases the bill. A bill 
of exchange may be thus bought and sold any number of 
times before it falls due, and perhaps each time it is so 
bought and sold it receives an additional endorsemeiat. 
Thus it not unfrequently happens that before a bill is finally 
presented for payment it is almost completely covered witb 
endorsements. 

'Bmfi notes When credit is given by banks, it usually assumes -fcbe 
amci&iues cither of bank notes or cheques. The distinction 

between a bank note and a bill of exchange is this: a bank 
note is a written promise to pay a certain sum whenever 
it may be demanded; whereas a bill of exchange is a 
written promise to pay a sum at a certain date, whicb is 
stated on the bill. Moreover, in almost every coun.-trj 
certain privileges are given to bank notes which are mot 
mmucclly possessed by any other instruments of credit. Alrmost 
Btatc hanks every country has a State bank, the bank notes from 
which are generally made a legal tender. In this coun-fcxy, 
any debt can be discharged by paying the sum in Ba^rik 
of England notes; and, similarly, in France a debt oan 
be discharged by paying the amount in notes issued- "by 
the Bank of France. But the notes which are issoed 
by priyate banks are not a legal tender. State banks a^re 
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•subject to certain restrictions,- wliicli vary in different 
countries. Our own bank is regulated by the Bank Charter 
Act, the provisions of which we shall hereafter explain. 
It is only necessary here to state, that this Act provides 
security that the liank of England shall not issue notes 
beyond a certain amount, unless it possesses a correspond¬ 
ing quantity of gold to provide for their payment. Al¬ 
though a Bank of England note is as legal a tender as 
gold coin, yet our currency is said to be convertible, 
because the Bank of England is bound, if the demand is 
made upon it, to give gold in exchange for its notes. But 
the currencies of some otlier countries arc inconvertible, 
and when this, is the case, no one has a right to demand 
coin in exchange for bank notes, although they may he 
a legal tender. 

Besides tlie notes winch are issued hy the Bank of 
England, private banking firms are allowed to issue notes 
under certain conditions. A moment’s consideration will 
show, that a bank note, whether issued by a State establish¬ 
ment or by a private firm, is simply a convenient form for 
bringing into practical use the credit which may he pos¬ 
sessed by the bank. All tliose who place perfect confidence 
in the solvency of a particular banker will bo willing to 
accept his notes. A bankm:, therefore, whose credit is 
good, can circulate a great number of his notes in his 
own neighbourhood, his notes being willingly accepted 
by those to whom ho is known. Sueli notes, however, are 
not convenient for payments which luive to bo rmulc at 
a dista.nco, to tliosci to whom the banker is a stranger. 
Tlie notes of jnavatc bankers are never made a legal 
tender, and if tlu^ notes are presented for payment at 
the bank from whicli tliey arc issued, it'is compulsory 
that either coin, or Bank of England notes should be 
given in oxcha.nge for them. It is, however, manifestly 
to the advaiutago of a bsmker to issue notes; for suppose 
()(),0(K)?. of tlu^so notes are kept in circulation, it is ascer¬ 
tained, by ciX])(n;i(aico, that an amount of legal tender 
ecpiivalent in value to one-third of the notes issued will 
be sufficioTit, if kept as a reserve, to moot all the notes 
whicli are proscuted for payment. A banker, therefore, 
whose notes circulate to the extent of 60,000^, has 40,()00Z. 
at his free disposal, to place in some profitable investment. 
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It IS hardly necessary to describe a clic(iuo. Individuals 
deposit money with bankers tor ptirposcs of convenience 
or safety, and of course they can withdraw any portion of 
this money when they have a payment to make. But if 
A wants to pay B 1000/., A does not first withdraw 1000/. 
fidm his bank iuid pay tlic amount to B, who would then 
probably deposit the amount received, in tlie bank with 
which ho might ha])pGn to do business. A much more 
convenient course is adopted: A, instead of payin<»- the 
money to B, gives him a cho(|uo, which, is siinpTy an 
mstructuin to A’s banker that th'e amount stated in tlie 
cheipic should bo paid to B when ho demands it. A is 
thus saved the troublo of withdrawing money from his 
bank; B ]s_ also saved the trouble of' sendin'g so much 
money to his bank, for n(,)w he has only to transmit the 
eheiiuc to his baiikcr, who will place t'ho amount to his 
account, B s banker taking tlio troublo of getting the 
cheque paid by A’s banker. The tronl.lo of^loin- this 
however, is vory_ small, for cho(,ues will bo drawif upon 
,Bs baukei, and m i.lns manner the choiiues drawn unoii 
one bank aro exchanged for those draavn upon anotlier. 
Ihis exchange is daily (urried <m i„ Jjoiulon, at an esta¬ 
blishment called the Clearing House, it ha,s been calcu¬ 
lated that niore than a,()()(), 00 (), 0 ()()/. of oii,,,|u<>s are 
annually nxchanged in this manner. No gold whatever 
IS required m settling the accounts between the various 
DankB,^ Wiien. a baJjuicu.) rcniaiius in favotu* of, or ai<>’a.inHt 
a particu ar bank, the amount is placed In the credit or 
debit of this bank m tlie hooks of the Bank of Enj-hunl. 

1 n ore.dit assunu's have now been 

described. It will bo perceived that bills of exchamm 
bank notes, and che(|ucs perform many of the funetions"of 
money. Credit, therefore, considered in this aspect, may 
^m a certain degree as a substitute for money. 
We are thus led to the main subject of emtuiry in this 
chapter winch proposes to investigate the inlluonco pro¬ 
duced by credit on prices. Wo will commence fids in¬ 
vestigation by cxplamiiig the manner in which bills of 

Although, in the wholesale, transactions of commerce, 
commodities aro almost invariably sold for money, yet' it 
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very rarely happens that any money is interchanged be¬ 
tween the buyer and seller. In such transactions, bills of 
exchange provide a ready substitute for money; it also 
frequently happens that the same bill of exchange’supplies 
a substitute for money in many transactions besides the 
original one which first called the bill into existence. We 
have already said that bills are often almost covered with 
endorsements before they are finally presented for pay¬ 
ment. If, for instance, B receives from A a bill for lOOol, 
B may endorse this bill, and with it purchase commodities 
to the value of lOOOL from C. C in a similar way m a y 
again endorse the bill, and with it purchase goods from I), 
and the same process may be continued any number of 
times. But when this is done, it is manifest that the bill 
is as efficient in its purchasing power, or, in other words, 
exerts the same influence in buying and selling, as if A 
paid B a thousand sovereigns instead of the bill, and B 
purchased goods from C with this money instead of payino- 
C for the goods by means of the bill. As long therefore as 
this bill is kept in circulation, it provides a substitute for 
an equivalent amount of money. If bills were not used, 
and if no other substitute for money were provided, it is 
manifest that, when commodities were bought and sold for 
money, the money must be forthcoming. In discussing 
the laws of price, the principle was established, that general 
prices depend upon the quantity of money in circulation 
compared with the wealth which is bought and sold with 
money, and also upon the frequency with which this wealth 
is bought and sold before it is consumed. If more wealth 
is produced, and an increased quantity of w'ealth is also 
bought and sold for money, general prices must decline 
unless a larger quantity of money is brought into circula¬ 
tion. Suppose, for instance, that the production of every 
kind of wealth is doubled in this country, that every one 
doubles his purchases of commodities, and, at the same 
time, there is no increase in the amount of money in 
circulation. Upon this hypothesis, each individual, al¬ 
though he is supposed to purchase twice as much of every 
commodity as he did before, will only possess the same 
amount of money with which to effect these purchases. 
He will, therefore, be only able to give the same amount 
of money for double the quantity of each commodity he 
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purchases; but this is tantamoiint to saying that o-enerai 
prices have declined one-half. In' fact, if there should be 
an increased production of wealth, if there should he more 
buying and selling, or if any other circumstance should 
occur the effect of which is to require the circulation of a 
larger amount of money, the value of money must rise • 
or, in other words, general prices must decline, unless an 
increased supply of money is forthcoming, so that a larger 
amount may be brought into circulation. When buj^o- 
and selling are effected by bills of exchange, the necessity 
for money is as completely dispensed with as if the trans¬ 
action was carried on by barter; those trading transactions 
therefore in which bills of exchange are employed may be 
almost indefinitely extended without rendering it necessary 
to bring an increased amount of money into circulation. 

A consideration of some of the consequences which, 
would ensue if bills of exchange did not exist will perhaps 
more plainly indicate the influence which they exert upon 
prices. Suppose that all the commodities which are now 
bought and sold by means of bills of exchange were paid 
for by money; a largely increased amount of money would 
be required to be brought into circulation. If this ad¬ 
ditional supply were not forthcoming,' money would rise in 
TOlue, or, in other words, general prices would decline. 
Hence bills of exchange, in many classes of transactions, 
are a convenient and complete substitute for money; con¬ 
sequently, if it were not for bills of exchange, one of two 
uiust happen. Either the money in circulation 
must be increased, or the money already in circulation 
must become more valuable, since a greater amount of 
money will be required to carry on the trade and commerce 
of the country. But to say that money becomes more 
valuable is equivalent to stating that general prices decline. 

It therefore appears that we cannot, by a simple negative 
or affirmative, answer the question whether an increased 
issue_ of bills of exchange affects prices. All that can be 
said is this—If the buying and selling now carried on by 
bills of exchange were effected by money, then one of two 
things must occur—either more money must be brought 
into circulation, or general prices must decline. The in¬ 
fluence, however, which is exerted upon prices by bills of 
exchange is not due to anything peculiar in the nature or 
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BOOK III, those cases in which money would necessarily be employed, 
. . if bank notes did not provide a substitute. The transac¬ 

tions, however, which are effected by bills of exchange 
might, as we have seen, be often performed by book cre¬ 
dits. Bills of exchange are seldom used, except in the 
wholesale transactions of trade and commerce, but bank 


The effect 
of largely 
increming 
the hank 
note circu¬ 
lation 
would vary 
under dif¬ 
ferent cir¬ 
cumstances. 


notes form a part of the ready money which a man keeps 
in his possession, to supply the ordinary -wants of life. If, 
therefore, an amount of coin equivalent to one-third of the 
bank notes issued is kept by the bankers as a reserve, it is 
manifest that each bank note which is in circulation en¬ 
ables an amount of money to be dispensed with equivalent 
in value to two-thirds of the sum which the note repre¬ 
sents. The bank note circulation of Great Britain varies 
between 30,000,000?. and 32,000,000?. If it is 30,000,000?. 
sterling, it may be approximately said that, in consequence 
of bank notes, a substitute is provided for 20,000,000?. of 
coined money. The same proposition may be expressed 
in different words, by saying that, if no bank notes were in 
circulation, 20,000,000?. more money would be required. 
If this additional amount were not forthcoming money 
would become scarcer, or, in other words, general prices 
would decline. 

It may be asked, What would be the effect upon prices 
if the bank note circulation were suddenly increased? 
This suggests one of the most disputed of the currency 
questions. As previously, stated, the bank note circulation 
of England is placed under various restrictions, the nature 
of which will be presently detailed. The purpose we have 
in view, at this stage of our enquiry, is to investigate the 
effect which would be produced on prices if the bank note 
circulation were largely increased by a removal of all re¬ 
strictions which now limit its amount. We conceive that, 
the effect which would be produced entirely depends upon 
circumstances. Let it be supposed that there is no change 
in the population, or in the commercial condition of the 
country. If, under these circumstances, an increased issue 
of notes were added to the money circulation of the country, 
prices would manifestly rise, because there would be now 
more money in circulation to carry on the same amount of 
buying and selling which was previously conducted by a 
smaller amount of money. If, however, the additional 



lit a fttjltwnce of Cmlit on Prices. 

iiotort wliicli .-u-c! issuc.<l .simply (^a.uso a oorrospomUm^' 
iumninl._(>l Imlliou l.(> lio_ wiUulciuvu IVum <'jrciila,(,ioi), i*t 
is ma.nil('st l.liai no (‘nia!!, is [iroilimi'd on pims's. TIh! only 
result, is, (,ha,t tho trado of tho <'.oimf,ry is cmTiml on Hioiv 
ecouoiuieally, lH‘ca,ust> tlioso. uoU's, whmh a,n‘ simply picaas 
orpapcn-oF no intrinsic, va.Iuo, pciform witli (spia.l (Y(li,'ioncy 
all the ])m-po,scs which were prcviou.sly fuifillml hy the 
gold, now supiiosed to lie dis|)(iiiscd with, (lonwapicutly 
the economy of this sidistitiition i.s evident; imld, i,s a 
valuahle emumodity, ivijuiring much lahonr aiul capital' 
to ohta,in it. We therefore have I he following pnnciples 
to guide us in an enquiry into tlm eir(Kd,.s of a haidt 'note 
circti luitioiL 

Lst. if liank notes simply (saaipy in tln^ monetary dr- 
culatiou of th(» country the plant! ol’ a <!orre,spondiim vahu' 
ofhullion, these notes produce no ell'ect on prices ” 

2nd. If itea.n he sln.wn that, eitlu!.- hy tiu! r(!peal of 
tho ,l.a,nk (duirter .Act, or hy jtiiy ol.her <!a.u,s(', tlu! hank 
i)ot(! cir(!nla,ti(|n of the country (!an h<! im!rea.Hed without 
withdrawing Irqm ttircidatioii n coi'i’eHp<iudiug amount of 
coin, d, is ma.nih'st tha.t the !i.ggrcga.t(! nmmry (arenhatiim' 
in !i, country will Is! a,ngmente<l, a.nd gmu'ral priecss wiH 
as a utHlimhldHlly ’ 

A.l( li a <*hrtj(io i,s udi hu ('oinplato a for 

money ;i.s a, hnuk noti', yet elnspies often provide faeilit,ies 
tor (h.spensmg with momy whieh a.re posses,sed liy no other 
instrument of credil, e.'ccept a, liank note. It has jdivady 
been explained in wha.t ma.mier l■he(pu,.s render the imi- 
ployment of money mmeeesMary. Ah a,n e.xainph', it lias 
been .s(a,ted lhat Urn returns of the < iearing Ilmiseshow 
that payments to tho amount of I’nore than 2,()(H>,00(),0()0(t 
.sti'-rling jiera.nmim a.re maile hy niea.n.s of eheipie.s, wii.lmnt 
reqniring the ij.'io of any coin wha.tever. 'I’hero cjm 1 h! no 
douhli that, if it were not lor ehispu'.s, the great imijoril.y 
of these |>a,yinenls lunst he nuule with momy; in this easo 
tho money einnilation of the country would have to he 
ineroa.sed l,o a eorris,spending .amount.* If H. wiu'c not so 
meieased, a groid.er .amount id buying and selling would 
have to he performed hy tlm money idroady in circulation, 
dochn'^ to saying that general prices 'vvo(dd 

Wo have now iuvostigaUitl otm part of tire iulhmuco 
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\vhi(‘h, is excu:t(Kl by credit on. pri(x;s: it must liowcvoi' be 
borne in. mind that credit exerts upon, prices another 
divstinct kind of iniluciHU'.,‘whicb as yet Inas been scarcely 
noticed. 'Jlitlu.vrto, iu tliis chapter, tlu)st‘> (^Jlccts on prices 
ha.ve alonc^ btum noticed which an^ due to the circumstance 
that (n*e.di.t supplies, when in the fotan of bank notes, bills 
of ('X(tbano’(.^ or (h(ujues, a Bubstituixi for tnoney, more or 
less complete. But by :(a.r iluj most powerfur influence 
('!X(U‘t(ul by (a'(‘,dit on prices is caused by incrca,sing the 
■purchasing ]>ow(T of thc! coun(/ry. If it were not* for 
crc.dit, tlu^ <l(anand for conimoditic^s would frcM|uently be 
much less tha,u it is. In fa,(‘.t, wlum c.nMlit is fnudy given, 
tlu'. (huna.nd for a, commodiiiy .may inc-naisci without any 
a,ssig'im.bk‘. limils; when ihedcum'uid is so stiinula.ted, ])rices 
may tompora.rily risc^- in a. very striking ma,nma‘. "Wo lay 
|)arti<*ula,r stress upon the word ' banporarily/because as 
(V(H|m'.nl.ly stat(al the price of all commodities, except those 
whos(^ supply is al)So)utely limiind, must always in the 
long mm 1 h^. napila/bal by their (U)st of prodtiction. But 
although <u)s(, of produ(‘.Lion (hdxuauines a point towards 
which th(', pihx'S of commodiilt^s must ultima-U^ly have a 
ituuhmcy l.o approach, y(d, tluj priees of (u)mmoditi(\s Tuay 
Uuupora.rily (^itlun* V(My imuh fall slmrt of their cost of 
pro(lu(drion, or ht^ gr<'a,tly iu cexcu^ss of it. Idu^sc variations 
in pihu', n,re dut^, to sud<l<'n Hue,tua,lions iu tlu^ <lemaud and 
supply of any pail/unilar (u)mmodi(y; nothing extu’ts so 
powtolhl a,n intluemu; in prodmhig (h(‘S<hluctna»Uons as an 
(‘xbmde.d sysl,(mi ofcrtMlit. Uhm (oaslit givcm, and if 
(wauy thing W(n’i‘. <*onse,tiiuuitly pa.id for hy momy directly it 
was purtha.S(M), tlune, wonhl ht^ lit.th^ spciculaiiiou; com- 
m(>diti(^s would gtmerally 1 k', houglil, a,s tiny wcuxi wanted; 
(wauythiug c.omuxded, with tra,<hi would Ih^ rcygidar and 
uniform, a,nd (.luu’(^, wo\ild la^ no gn^at variations in the 
(loma,nd. Hhis rc'gula.rity in d(una.n<l (exists with regard 
to (Jiosi^, <u)mmodi(it‘s which an^, not, from, tlufir nature, 
honght. upon cnalit for spcaadativt^ puipoS(‘S, a,nd thc (wice 
oi* suc.h commuditic‘s mwau’ dewia-Uss nuuh from the cost of 
producing tlunu. 

Jlnaid is on(M)f iIu'S(‘commoditi('S; it is hought to ho 
imnu‘.(lia((‘,ly consumtul, a.nd no ono us(',s liis credit to 
accnmula,t(i la,rg(^ stonss of hms'ul ; Iuuhh', the price of bread 
is always regulaicxl hy its imnualiate cost of production. 



77 «! Inflmw, ()/■ Pmlit on PHm. 

ix' pricu. ..r luva.l nf tl.o sani.- ,|„a|ily is anifonii ilimud,: 

. t. lowim titui diatn.-ts, and if „f ni-oduchur 

lua{ (,1 htvnd la ;di.;lifiy l>V a (a.ll af'J.s- (lunrh^ 

: |.n.;o of ud,..al ilu- HT.vt uf (Ids is shavvt, hy 

HTi>H]j„iidm;; lull in (hn ]>i-u'a of l,n.„d. ()|, |,ln>Oth,.,. 

iiiul. luiuiy oammadilii'M.nuch as wlic;d,nr(i la.r'n«ly l,iMi'<d,| 
11 rnsid. (or sparulativa iMirpaMns, ,,,iid nrn msnunrUy 
Ilip'cl. (.11 (.In' i;ri-;i(i's(. fliicdiidioiw in (hn di.mand Hini- 
iwn siniu' nvi'id. mrurn whi<-ii li.rltiidi.M u (..mdni.' wir- 
ii'i-cliaidn may (Imn (idnK (ha(., if (I„. war (.jikns nfuv’ 
ir H„|,pirns Ilf vuriiin.s n„„,n.Mlili,.s will l.u f^i-naliy di'nii- 
iMH'ti ; liif'V Ihrti'fnrr ni (‘ttinimnuH* lo tuak(^\siH*<*n« 

Inm, pun-haM's. Kvmy man <’an ttsa ids <TiMli(, as'a 
.(|■(•lmsm- puwrr; ,f i,,- rxrHs his .Tadii, (,, puirliasi- a 
immudity Imi.t .'mim.. a-dsP; In iimivasi,,- l-lm d.ima.n.I 
Urn lir,.(. nunimrs ams.. in 1 ,S, 14 . uf rmnim.- 
isl.ilK.niH wdii hm.aa. larpy ap..,ada(.ivu pnirliasas ul' 
luvv wrri. madu. ^..•l■an.■.l■ t( uas llmiii.ld, (,ha(, all impm-. 
,(muM ui Ihal. cuminudily (ion, Unaaia would hi-slupp, ’ 
Im itmr.-lianis win. i.p.-.aiL-dud in lalluw muployud (Imir 
udi(; 111, .y did uul Wididraw (Imir mpiial from pn.lil.al.l. 
iduH.aktmvi at wlimli t(, mi.-lii Iw inviaUud for (.h,, nu,.. 

P''>;‘•i•ir.in.... (Id; (allow; (hoy aimply onipluyod 
mr civdif in tim (unn ol htlla of oxoliaiipo. aiid paid fur 
(• (tdlow wKli (ho;,., hill.:, Tlmy no dmihl. ini.onduil 
iJmr (o ronull (In- (allow hofoi'o iln-tiilh; foil dim, or. if 
ay ilid iml do til!'., (hoy Would prohahlv pay :i, imrtaiu 
(a fur pormi.s.ion (o ron.-w (hi-hill i IVo'm (i'nm (o (imo 
n. <mmt;mdil,v in whioh • pooulalion (htr; lakoa plaoo duos 
il. rmu 111 pnoo a; an(i.'ipa(od, many of (ho apooulnlorH 
11 ..*1110 (n ho tnial.lo (u inoo( (hoir orodil i'np;i!;'onu‘ni.s, 
d n. ooiumorrinl ori.-iia iiiovHtdily onatma, Ka'rli mim 
*ioi,ii oriois allnitl'i tnoa( aiiiknio' niafanoi'a of |.ho won.' 
rfnl osloiif of tin individuar.i pinvli.-ram; power, when 
hriiepi hiaeredit in(.. full ae(ivi(v, Mn’Mill refers (o 
very remarknldo .apoeulatioi, in (Im (.-a, (ntdo, whieh is 
Korilmd in TookeVi ' liialory of I'rieoH,’ Wo will ffivea, 
ltd minitinuy ol autui* of (he hud’S, wdiinh urn vtiry In* 
netivo. ' •' 

If. waa eSpoeled. in eonaeipleneo of our di.spulo wilih 
liiui, in hShli, (hii(. (hole Would lie ti rii-ie in |.lm price of 

i. .Miniy reltiil gi'oeera went tlmnifuro cxtiroiiudy (uixiuiw 
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BOOK lit. to lay iu a stock of tea, aiul tliey accorclingly commenced 
makiiig speculative purclmscw. (),no grocer is particukuiy 
mentioned who had a capital of all of which was 

locked up in his business. If, ibereroiat he wished to 
ptirchase tea and pay for it with, moiu'.y in his possession 
lie probably woidd, not have been abio to lay out more 
tlian lOOL But ho adopted a difl'erciit course, and em¬ 
ployed his credit to its full extent as a, purchasing power. 
He ordered clicsts of tea from every wholesale tea mer¬ 
chant with whom he was accustomed to deal; they did 
not think of consulting eacli other, and laid tluireforc 
every reason for sup[)osing that the tea wliicli ho thus 
piircliased was reipiired for the legitimate ]mrpos('K of his 
trade. _Hc, proliably I'ollowing the eustoin of his trade 
gave bills duo at three inonibs. Before, liowever, these 
bills fell due, tea had risioi in price, a.nd he was therefo,re 
enabled to realise considerable profits. Now it will be 
observed, that hero wa,s a grocer iu a small way of busi¬ 
ness, who purchased large <|uantitl.es of tea,, and who 
therefore exerted a,n inllueneo in increasing the demand 
for it without employing a single fartlu'ng of .money, 
either in the form of eoiti or hank notes.' The iiroKts 
which, tlie grocer, in. the lii-st insta,nee, thus realised, he 
applied in the following manner to extend his s])eoula,tious. 
If a grocer hnys tea upon e.redit, if, is customary tli'at he 
shovdd deposit a,s a seiairity '■11. upon t^a,ch (best of t(,)a 
piirehasod. The rc'alisation’of profit iu tlie lirst insta,nco 
enabled the grocer to pay this deposit, and his sjiecuhitivo 
dealing rapi(.lly expanded. A fiiw ca,rgoes of tea, however, 
nuexpectodly came to Jjondon, haviiig .sailed before the 
IninumR ' Chinese ports were dosed; a sudden' fall in price took 
iZerpw? place, the grocer coidd not _meet his engagoinents, and in 
dvead bij fho course of his e.x.a,mi nation a,H a bankrupt it wa,s shown 

ovrfiX that be bad purchased 4()()() eheH(,s of tea at a cost (.if 

8(),()()()Z,, the loss upon whidi was I(),()()(B. In this ca.se, 
therefore, a comparatively poor man was enabled, by 
using Ids credit as a purchasing power, in a short time to 
buy 80,COOL worth of tea. Many others adopted the samc 
ceurse, and every grocer in the country ndght have em¬ 
ployed his credit in a similar manner. It is, therefore, 
almost impossible to assign any limit to the rise of price 
.which may temporarily take place when, the demand for 


The liijhicnec of (hnHf, on. Vnrps, 

mnnuHlilirs is sUimilnl,-,! bv imr<-ha,srs'ina,bMiim,/omliV 
I h.i ns,>, as w.> have bcb.ra .snul vva,s ,aily I,(.>mi,„ra,i 7 , Cor 
(l.roHly a i.a,»u- .■o,„nioiioos onalii, is as spadno-ly ullowo,! 
a.H il, was bcjoiv rooklc.s.sly f,nvoii. Prioos ra.pitily tall and 
t.boy olloii !ank asimn'li bolnw lluii poMikion oC('('luilibriiini 
wlu.di IS d.dcniiinod by conI. of pi-iMhiotimi as boCore thov 
bt'voiul ita 

II, mnsf. Ill'l•vidl‘||l,, Inun llii' cxanipb'H jusl. idvi'ii i.lrd 
oviTv coiilrivaiii'o wbl.'h fa.'ilifalo.s Ilu> Viuidoynicnl', of 
I'.ivdil, a.s a. ptirrhasiii- pmvor iix'iva.so.s Uai iidlucun of 
'■'vdil, 00 pn,Many propi,. bi'liovc (,ba,l, bank uolns 
aiy luori' l■^ll•l<■lli an a. piurlui.siu,^ pnwor iJia.ii any of Mm 
"I'lior msinnn.-nia ul'civdiL An it, is (■onncivi-d (,l!a,l, coni- 
""''■'•''■'I I’'"'"’'- I'.V a ri'rkkxss omploynionl, oC 

'■ri'diC. ti- IS oinmlud.'d ibal. rrsinol.ioiis npoii tii<' is.snn nC 
liank n.iii's provid.' Uh' bosl, ivin.'dy (i.r 1,1.,' pia-vonCion 
,1 panii',M. lbi',s.' npinion:; |n•unlp|,>d llm pa,ssinn of |.|m 
bank ( barli-r A.-l 'I’liis Ari wan inl.nidua.'il, and (•a,iTind 
by tim lab. N,;- bnlaai 1N.,.| in IN-H; iia loadin;.' i..'„vi.sinn,s 
aibnil. III a bri.'f and atnipl.. .'xplanaiion. Tim main nbj,',',l, 
<'l Mm nm.'.muv wan b. iVNlrk-l. Mm iaam oC b.ank nob',s; il, 
was Mmivtuiv .'riaab'd (lial Mm Mai.k of lOini'land slmnld 
""I. bo piTinil.b'il b. iaau' imbM boymid a, ooiia.in anmnni, 
nnloM,; a ooii'o-.p,,ndiii';anmnni, nC ai'ioi-io or bullion woin iv- 
laniod by Mm bank. 'I’lm liiiiil Mina lixod was lk,(H)()0llb/ 
it. Iioiny Mmn-jiC Ibai Mm tiind-i,and various oMior proporl.y 
poaaoaaod by Mm bank v^ould pi'ovido a.anfboionl. nooui'il.v To 

'"'''■I -'‘i» ..I' M'.biHI.Oilu/. uC nolo::. 'I'll,' biirik was, 

liowi'Vi'i', oon.pi'llod lo kri'p in ib; poi.a.-aaion spooi,' oxaoMv 
• •ipdvaloni in v.abm (o ov.-iy imb' Ibal, was ia,s.md b.'von;! 

I I'.UOU.OIIO/. If, Ibr inalanoi'. Ibo liank of ICni'iandV'aolo 
rirnilnlion i:t ;d any linm bS.UMikMou/.. M.,'bank t.s I'oni- 
]iolb|d bi ivtain in il.-i ooffora of btdliou nr 

spooio. ^ lii^ iinlor Mint, Mn‘ jinbiio mnv fo.'l miru Mnil, Miis 
obhyatiini ia lailhruliy oboyod. Mio bank m compnllod f,, 
jinbliali in (bo ' boinloji (Ja;'',i‘M,o' a wookly Ktal.onmnli of 
ila nooonnia. I bia alfdoiimiil nbown a(, a. /'Imio.o wliaf is Mm 
apiwio riyi'i'vo al (bo bank, and what, alwi is i(.H notn aircii- 
laMon.^ I bo liank dbartor A(’(, a,|;io proviiloH tbal, tin banks 
o.sbiblialmit al(.or Mm paaMitiy «d (bo nmasnro sbnuld bn jinr- 
)ni((od (u iaiam (boir own tio(,o:i, find Mm, old bankK wt'rn nn(, 
jillowud to bmi'otuu'tin.' isanooi Mmir nwji iintOH. Jli^b niiiui- j 



T/ir {iffj)po>, 
‘V'/foii that 

('fflrinii 
pn,rrh nmuj 
pfiitrr (/arc, 
fhw to tkv 

(■harkr 
*4 cL 



438 


Manual of Political Economy, 


BOOK III. 
CH. XI. 

The Act was 
not wanted 
to secure the 
converii- 
Mlity of the 
hmh note, 


Tout to 
'cmt prices 
Toeing raised 
Toy an undue 
issue of 
Tomk notes. 


This can he 
done with- 
^out bank 
Tiotes 


thefrst 

'esof 

ulation. 


cial authorities still continue to differ as to whether this 
Act has the power of doing what it was intended to effect 
^ Many people suppose that the Act secures the converti¬ 
bility of our paper currency, but this is entirely erroneous. 
If the Act were rescinded to-morrow it would still be as 
obligatory on the Bank of England as it was before to oive 
specie for every note presented to them, if the demand 
were made upon them to do so. The Act compels the 
bank to keep a certain amount of bullion or specie to 
meet these demands, but tbis obligation need scarcely be 
enforced in order to preserve the solvency of the hank. 
The remarkable prudence and wisdom which distinomisli 
the management of that institution would always he an 
adequate guarantee that sufficient bullion and specie 
would he voluntarily retained in the bank to meet the 
demands made upon it. But those who most strongly 
support the Act base their advocacy not upon any security 
which is ^ provided for the solvency of the bank, hut upon 
the restriction which the Act imposes upon the unlimited 
issue of bank notes. These persons maintain, that durmo* 
a period of active speculation, the bank, if left uncom 
trolled, might most powerfully stimulate credit, by large 
issues of bank notes, and thus contribute to force up the 
prices of various commodities to an unnatural point. This 
phenomenon always accompanies a commercial crisis. 
There can, however, be no doubt that the credit purchases 
which are made in times of active speculation are rarely, if 
ever, effected by means of bank notes. Bids of exchange 
and book credits are the instruments of credit which are 
almost invariably employed. For instance, the retail 
grocer who in 18S9 was enabled to purchase 80,000Z. 
worth of tea, although he only possessed a capital amount^ 
ing to 1200^., all of which was locked up in his business, 
never thought of employing bank notes. The Bank 
Charter Act did not then exist; the hank was perfectly 
free to issue as many notes as it pleased, yet it was just as 
difficult for this grocer to obtain bank notes on credit as it 
would have been for him to have borrowed money. It 
would, therefore, have been impossible for him to have 
speculated to any considerable extent if he had used bank 
notes, instead of either bills of exchange or book credits. 
It thus appears that, at any rate in the primary stages of 
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speculation, cixulit ('.ngu«'oiucnt.,s arc IVctily entered into 
wlietlier tlio issue, of banlc uob's is rc'sl,nested or not. 

It is, liowevca,-, inainiaiued tluil. the Ihudc (lliartcr Act 
cotuos into operation in the lai.er sl,a,tf(>s of sjK'.eulation 
for after tliese eredil, piirelnises have hee.n eontiinu'.d some 
time inan.y liiul i(; dillicult to meet their (nij,m,<remcmts • 
hills begin iio lall due, n,nd an jinxiety is sliown to get 
tliem nuiewinl. This, thi'refoia^, is the titne ’when Ibo btude 
is pressed to discoindi bills; la.rg<( junoujits will be ■willingly 
paid tor ae<;onunodat,ion, and (be ratts of discount con'se- 
(pienlJy ra,pidly ris(',s. 'I'his ris(i hi tlie rate o'f (iiscount 
attords the bank an opportuniliy of reurlising hirgo profits, 
if freely perniitlnd (o issue an iinlitnited an'iount of bank 
notes. But (be, |{nnk dharl.er .A<d, iTfeitnally re-stricts the 
aniouu(;_of aeeonunodn.(,ion which (be liank can give, for it 
cannot issue noi.es \vi(,hout purchasing an ei|nivalent value 
ofbullion ; if compelled to do this, the profit of the trams- 
action is of course destroyed. In ;i84H, in 1857 and in 
18(i(), the (bre(< panics which Inrve occurred since (be pass¬ 
ing of the Ba,uk Cluuter Act, (be pre.ssure upon (,he. hank 
for a,c(S)mmoda,|,ion was so severe that the Ael; bad on 
all the,so. ocea.sions to be temporarily suspemh'd. Hy a.do])l,- 
ing (,1ns cour,s(>, the piawsure was immediately r(di(W(!(l. 
The fa,ilure of (.hose wa.s not preveul.i'd who ha.d spe-culal;ed 
recklessly and nnforiunately, but l,h(> increased ae<-ommo- 
<lation which I,he bank was ena.blisl to give sa.ved ma,ny 
lirms,_ who were iiol, only solvent bid, wmalthy, from suc¬ 
cumbing under the sudden eon(,rne(,ion of credit which is 
.sure to accompany ((Very panic. If, therefore, this relief 
load not been provided, many would have been ruined 
\yi(,bout a.ny lault o( tlndr own ; lor even (.he mosl, prudent 
linns in this country conduct their busine.ss upon a system 
of credit; they pay for the goods they purchase by bills, 
and (biy are JustlliiHl in n,ssuming tini,t, if they wish it,’ 
these bills will bo renewed, or a.dva,nces will be made to 
them b.y (.lu'ir Iwuikers, unless some very ('.(((((‘plioiial cir- 
ciims(.;i.nees should occur. The mslil of h solvcmt firm may 
perhaps be parl.ly based upon (he po.sse.ssion of property, 
and in_ ordinary times there is no diniculty whatever in 
immediately obtaining money upon (.his property to almo.st 
tile lull e.xteiit ol its value. Ilowevi'r, in the general course 
of commorco a merchant is soldom required to sottlo any 
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of Jus tfiuisiWitioiiH l)y inoiu^y,'for lie pays and rct^vl, 
lulls Jti almost all Ids traii,sn,ctio:n.s. J Jut, in a commercial 
pamc, there is a coniphsto collapse of credit; billH avliich 
were renewed^ heforo will not, be renewed now nnless some 
ruinous premium is })aid amountin,tj ])erha;ps to ton, twelve 
or iilloen, per cent. A g(mera,l hu'linn' of distrust’and in- 
secuiMty IS prova,lont tlu-ou,i,diout the conunertaa,! worhl and 
couse(incutIy Tio one will, if he (^an a,void it, ;u), 

tiling but money in ... of I,he debts tliat are dtu! to' 

1dm. All the usiud sourci's of a,ceonuuoda,i,i<m a,i’() closed 
Jlanks can no longer afford to nia.ke adva.nces, for the 
pressure upon them is pa.rticnla,rly .severe, since tlieir cus¬ 
tomers hastily witlidraw their mmmy which ma,y ha,ve been 
left on ileposit. During a commercia.l pa.idc' tlnu'e is a 
ileartli of the lega,l currency of the rea.lm; in fact, tlds 
must be s(i, bcca,use wlicn credit colla.p.ses pa.yments have 
to be made m money wliicli wm-e never pan! in nmnev 
iHilore; consequently a largely increa,sed supply of numev 
is-teniporardy reipdred, and if it is not forthcoming 
money must obta,in a' scarcity value, Just in the sa.mo wav 
ns Uu) v.'hhKi of ,'iiiyoLher criininodity would ht^ aifriHiU'd if 
the demand lor it wm-c smldcidy a.n(i la,rgely increa,sc(I 
.None of the ordimiry snbsl.itutes for nuuu'y, sneli as 
lulls ot excha,uge_, wdl suflice to ndieve this swmeity, ho- 
cjiuse tluiKC suhstitutes are. only iiistruineuts of eredit’aud 

hi'g'hmd notes, d‘a,Unwed to be i.s,sncd 
wdl a,tlord rebel, l>e(u,use as long as tlie,se notes a,re pay¬ 
able on demand, people arc as willing tn accept tluuu as 
the current cnin III the ren,lm. Now it is viuy rema.rkablo 
tJiat, on the three occa-sinns wlien the .Ha,nk Act was 
suspended, relief was a,ll(ird,e,d on two ocea,sions without 
tlK) bank issuing any additiomd notes. In |,sr)7 tlio ad¬ 
ditional nssue of notes did iioti'xci'od I .(HKMMlOd. sterliii"- 
m a few days the majority of tliese nuti's were retiiniod ' 
to the bank, and ilio circuhitioa wa,s a,gaiii in its normal 
condition. J.he relief ma,y, tlierel'ore, be really rega,rdod 
as a seutiineiita,! reuuiily When the Dank Act was sus¬ 
pended, people thought that there would mi longer bo 
a deartli of money; they were, therefore, not so desirous 
to receive every payinmit iu money. Clredit wn,s thus again 
gradually given as before, and the bank was conaeiiuently 
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.Notliini^’ van bo xnoro iinFnri.uiLib^ tlinu thc.^o repeated 
KUKpensioDs; no oiu^, oa,ii t(dl (Voiu hour to liour’wliat will 
l)t'. (loiui, ajul yvl v.vvvy one is sun^ tliat; if the Act is siis* 
ponded, an (inorinous nwulsion will take plaeo in tlic 
.in.o,m\y inarkoL ''Jlio rat(', of disoniinii in LS57 aiid in j8()6 
rapidly kdl from, t(ai to four pvr (uail,. All tliis oncer- 
tainiy iiKa:t',as(‘s tli(‘. ('X(al,(muud) and disl.nisi, whicli arc 
sure to he (no pixwaJent in a. p('.riod o(’ (iua,imiaJ, didicadty. 

In(U)nveilil)le haidv no(ns ar(‘ (Ju' onlyoUan* insirunuiuts 
of credii} whicli have not yet Ixaaj indie,(xl. In our own 
country, every liaaik note can Ix^ inmnxliatidy (axchan^iv-ed 
f()r coin. A. private', liank is ohli.^xxl t,o n‘jv(r(vi(j,(^. 
of l]iig‘la.nd iiotos, oi* coin, for lJi(> noh's whie^h, it issueis* 
a.nd tlui Baidi of i^ipgland is ohligxxl (.o give'. (X)in in ex- 
ehangxrfor all its our l>auk mdn eurnnuy is tlno'C- 

fort,i said in he oonveiilhle, d1u^ eurnunmxs of sonu^ other 
eouutri<>s are not in tins p<isi(.ion, and at tln^ eounmmce- 
nnait of ihv present century our <nvn hank noins were 
not (!onvm'til)l(^ into coin. From I7h7 in ,bSl<), (xisli pay- 
nunits W(ax'. suspcanhxl in this countiry, or, in otlun* wiirds, 
during* (his dnu'. (In^ l>a,nk of Fnghuid wa.s pm'initixul to 
issiu' noins without heing obliged to g’iv(^ <',()in in (exchange 
for tlumi. „A(, th(^ pn\s(mt tirne th(> Uniind S(n,tes aflord 
tlu', most si.riking (‘xa.mph^ of a larg'{> issuer of inconviU’tihlo 
|Kip(u* (uirnmey. Tlu^ (uvil war which wa.s so vigorously 
wagx'd in that country seveaxily (,ri('d tin*. rtxsouixu'S of (ho 
national ('xcdiecpier; it, was eonseepumily ntix'inptcxl to 
meet tln^ fina,n<‘.ial pressure l>y a,n issue of' Tixxisury nohis^ 
wlii(*h may Ix': ixiga-ixUvl OiS ha,tdv no(.<‘s not (x)nv<n'ill)le- into 
coin on. dtmia.nd. Wes shall [xxxstmily (xmsidc'i some of 
the efhut,s of this issiui of i,ixxisury notes, and we shall (>race 
its influencxj on jiricuxs. 

I>e(on^ procxHuling lui'tluT with this suhjcu'.t, it is neces¬ 
sary to point <>ut tlui viny difleaxnt ('.onseipume.i'.s which 
lollow, aiCeording as a,n im'onvtu’ilhle (airrcmey is or is not 
nuuU'- a, le.gal (xaidiax If an imxmviutibh'(mrrtncy is made 
a li.^gal tmnhny a.n oppoituniiy is imimMlia,tely atforded to 
a govenaunent to (Udra,ud its onxlitors to a,n unliiuiixul (',x- 
t(mt, and the wliolo moiudjuy a,rra,ngementH of the (xumtry 
at once suffer a most disa.strouH disturha/iuH^. Clrcat stress 
has already Ixxm laid upon tlu^ faxt*,, that wtion a currency 
is convertible, the bank note circulation cannot ho forced 
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beyond its natural limits, because, if the bank note issue 
is unduly increased, the notes are sure to be almost im¬ 
mediately returned to the bank, in order to be exchanfVGd 
for coin. _ But there is no practical limit to the issue of 
inconvertible bank notes, and this is especially the case 
if these notes are made a legal tender. A government 
may pay the interest of its debt in these notes. Govern¬ 
ment contractors may also have the debts due to them 
discharged in these notes; the contractors, for instance, 
who supplied the federal army with stores and provisions, 
were paid in this manner. In fact so indefinite is the 
power of issuing inconvertible notes, that the American 
Government was enabled in a few montlis to float 
40,000,000/. of these notes, whereas the Bank of Eno-land 
notes in circulation do not exceed half this amount.'’ In¬ 
convertible notes will be as freely accepted as coin, if 
people have confidence that an inconvertible currency is 
only a temporary expedient, and that the government 
will take scrupulous care never to permit the issue of 
inconvertible notes to exceed an amount which can with 
certainty be ultimately redeemed. 

It is, therefore, possible to conceive that exceptional 
circumstances may occur, during whicli an inconvertible 
currency may bo issued, if kept witliin proper limits 
without disturbing the finances of the country, for in¬ 
stance, there can be little doubt that the American civil 
war created a _ demand for a greatbr amount of money to 
be circulated in that country; more money was in fact 
required, because the raising of a largo army, and support¬ 
ing It in the field, would render it necessary to make 
many more payments in money. If the issue of an incon- 
wertible currency in America had gone no further than to 
satisfy this demand for a greater sum of money to bo 
brought into circulation, no one’s confidence in the finan¬ 
cial credit of the government would have been sliaken 
and the inconvertible currency would have exerted no 
effect on prices. But the American Government far out¬ 
stepped those legitimate limits.. These notes therefore 
became depreciated, and the consequence is that they 
bave fallen to a discount, or, in other words, gold has 
advanced to a premium. In the year 1869 gold in America 
was at a premium of about thirty-two per cent., conse- 
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quently notes -whicli represented 132?. only exchanged 
for 100?. of specie. At the present time (1874) the pre- 
minm is about twelve per cent. It therefore follows, that 
if the government or other individuals should pay witit 
these notes debts which were incurred before the currency 
was depreciated, they would virtually defraud their cre¬ 
ditors of a certain proportion- of the amount which in 
equity is due to them. 

If, therefore, an inconvertible currency is made a legal 
tender, nominal prices may be forced up in proportion to 
the extent to which the currency is depreciated. Suppose, 
for instance, that the American Government wished to 
contract for a supply of rifles. A rifle manufacturer might 
have said, I am perfectly willing to sell my rifles at lOL 
each, but if I sell them to the American Government I 
must obtain at least 13?., for they will pay me in theiir 
depreciated currency, and 13Z. in their notes is barely 
equivalent in value to 10?. in gold. The nominal price of 
rifles in America would rise thirty per cent., in consequence 
of its depreciated currency, and the same would be the case 
with every other commodity. 

It cannot be said that any injury or injustice is done if 
inconvertible bank notes are not made a legal tender, al¬ 
though the issue of these notes may indicate a financial 
policy disastrous to a country. When these notes are nob 
a legal tender, no one is obliged to accept them; if an in.- 
dividual does take them, and afterwards discovers that the 
government cannot meet its obligations, the loss which he 
sulfers is as much his own creation as if he were to accept 
a bill of exchange from an insolvent trader. Such notes can¬ 
not exert the same nominal influence on prices as that just 
ascribed to inconvertible notes when made a legal tenden 
If inconvertible notes are not made a legal tender, there is 
no reason why prices should be estimated in them. Such, 
notes would always serve as a barometer to measure the 
credit of a government, for as confidence in a govemment 
diminishes, these inconvertible notes would be constantly 
falling to a greater discount. The French Revolutionary 
Government of 1792 adopted the expedient of issuing 
inconvertible notes in tbe form of assignats, and they 
attempted to maintain the value of these assignats bv as¬ 
suring the people that they were the paper representatives 
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of the confiscated landed property of France. But the valne 
of an inconvertible note is not increased, although it is 
nominally issued as the representative of certain property, 
unless people can have an assurance that the holders of 
these notes will have a legal claim to the property, and 
that no more notes will be issued than -will be equivalent 
in value to the property on which their security is pre¬ 
tended to be based. ^ What would be the value of a mort¬ 
gage on an estate, if the owner of it could create any 
number of mortgages, all of which should constitute an 
equal claim to the property? The French people soon 
showed that they placed no faith in these assignats, which 
became so rapidly depreciated, that an assignat* of 2000 
francs was scarcely sufficient to purchase a cup of coffee. 
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I N the minds of most people, every question concernincr 
currency is so intimately connected with the rate 
interest, that it will he advisable in this place" to discuss 
the subject in a distinct chapter. It is the more necessary 
that we should take this course, because the price of many 
kinds of property is directly regulated by the current rate 
of interest. 

It was observed, in our remarks upon profits, that gross 
profits are made up of the three following components:—^ 
First, insurance against risk; secondly, wages of superin¬ 
tendence ; and thirdly, interest on capital. This last com¬ 
ponent may be regarded as a remuneration for saving. 
The amount of the last component may be estimated by 
the interest which can be obtained upon capital, when in¬ 
vested in securities which, according to the general opinion' 
of the community, involve no risk whatever. In our own 
country, this certainty against risk of loss is provided by 
the public funds, and therefore the interest which can be 
obtained on money, when invested in the funds, always 
affords a measure of the current rate of interest in this 
country. 

The price of funds varies slightly from day to day, and 
consequently the current rate* of interest must also be sub¬ 
ject to daily fiuctuations. But although the current rate 
of interest is liable to these constant variations, yet through 
a long succession of years they are confined within very 
narrow limits. The English funds at the present time 
annually pay 3L upon each lOOZ. of stock; when, there¬ 
fore, Consols are at lOOL the current rate of interest is 
three per cent. The lowest price which Consols have 
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reached during the last fifteen 

invested in Consols at this price would pay an iAte^est of 
about three and three-sevenths per cent ; and, thSre 
the current rate of interest, though subject to c^staS 
fluctuations, has not, when estimated by the price ofWs 
varied so much as half .per cent, during fifteen years 
_ In the language of every-day life, the currLt rate of 
interest is said to be determined, or rather to be denoted 
by the price of money. If an individual, a companrS a 
foreign government, wished to obtain money in the'loan 
m^arket, they are obliged to pay a certain price for the use 
of It, in the same way as they would be if they purchased 
any other commodity; the price which is so pJid is re¬ 
sented by the rate of interest which is promised by 
borrowing party. Suppose the Eussian Government Snnot 
obtain a loan m our market under five per cent., whereS 
our own government can at the same time borrow mZZ 
at per cent, those who lend money to our govern¬ 
ment think that they incur no risk of loss, and therefme 
a remuneration of two per cent, is given for the risk which 
IS supposed to be incurred when lending money tothe 
Eussian Government. With this remuneration ^for riS 
rAntoSt inTestigating the current rate 

It is evident that there is some point which may be 
rprded as a position of stable equilibrium about which 
the cuiient late of interest in this country oscillates for 
although varying from day to day, yet it always approxi¬ 
mates to about three and a quarter per cent. This^ point 
therefore, about which the oscillation takes place, may be 
reprded as the average or normal amount of the curren 
rate of interest, iwo distinct investigations must con 
sequcntly be made. In the first place, the causes must b 
ascertained which determine the average current rate c 
interest; lor the quesion may be naturally asked WW 
should not the rate of interest fluctuate about two or abou 
four per cent., instead of keeping with so much constancy 
to about three and a quarter per cent. ? After having made 
Jis investigation, we shall then proceed to account foi 
those small fluctuations in the rate of interest which ar^ 
almost of daily occurrence. It would thus appear, adopt¬ 
ing the language of the money market, and speaking ol 
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llit^ pr’uu^. oT numoy iiiskuul of tlu) nito of interest, tliat the 
Ijuvh \vlu(‘.h (lett'.nnino ilu^ jirie.t^ of money nupiiro the same 
mo(l(‘ of (^Kposiliou as thosii Avhi(*Ji r(\<j;’ula.te the price of 
<w<n'y oUuo.MJonnmxlity. .In tlu'. olmiiUo's on Price it was 
c'.xi)humHl, thaf Uu‘. |)ric(' of (^;u!h e.onunodily was subject to 
(U)nsta.iit vjiria,Lions, whic^li eausiMl by (luetuatious in 
Llu^, (hnmuKl jukI supply; but a,t Ihc'. sjumrtiuu^ those varia- 
titms a,lways g‘ra,vl(un,f('. to a certain (loini, wlrich, is doter- 
initieil by Ihe cost of pr()(lucing‘ i.lie artich', UiIkI which has 
liiHvu (lonoininated by politic^id o(jonotvns(,s lilu\ natairal price. 

(Irsli problem, tbereforc^ which pri'.scuits itself for 
solution is (.bis, Why should the rate of interest in this 
country, upon the best S(M5unty, be now a.iways a'boiitthree 
and a, <pia,rtnr |)er cent/i* why sbotdd it not be either much 
inort' or much less tluvu i.his—say, for instance, live per 
(‘(‘111,, or two per (a3nt.? .A. <HUitury simu^, no money could 

Ih^ borrow('(l in ihis conni.ry, tnam by government, at less 
than five pen* cent,; when^'is, in fl(>rhui(I, the g’()V(a‘nmen.t 
has frcupuaitly obtahuul lea,us at two per cent- The rate 
of inii'vest is prinun'ily (h'b'.rmiued by the capacity and 
desire the pcojih^, of ila’s couulay hwo to Jiecumulate 
eapitah eomparcxl with the tlenuunl for iJio (;a,pital which 
is so ace,umula,t('d. Now, a,s previously nmuvrked, the 
niuoimi, of wciaJlh whieh is sa.ved will vary c(v.tcris parihus 
with tli{‘ mU) of ininn'st wldudi can he olita/uuuL If five 
ptu’(‘.(‘ut. were th(^ (uirnait i*a,t(‘ insb^ad of three per cent., 
there wotdd bt^. a» g'rc*a,ter indiuaMiU'nt offei’ed to every indi¬ 
vidual to sa,V(‘, and c()ns(‘(pu‘ni,!y a» grea,t(,‘r amount of 
capit.al woidd be sav(xL Put on tlu^ other ha,ud, the de¬ 
mand for (‘apita.1 varii'S invau’sely with tfie rate of interest; 
then', will be a, gn^a-ttu' (hunand to borrow wlien money can. 
1 h‘ obtained a,t thrc'e p(u* ccnib, tha.n when it is necossaiyto 
giv<‘, tlv(^ p(U' (Huit, if, (Ju'n'fon^, tli(‘. ra,U‘. of inteiust wei'e 
liv(‘. pia- (‘(‘ul,,, th(‘r<i might he jui a.mount of capital ac- 
cumuhiU'd more', than sullicimit to nu'ot tlui demands of 
th()S(': who wished to borrow; if, how(Wtu‘, the rate of 
inUuK'st W(‘re only two pen- cauit., tilu‘. dcma.iuL of those 
who wished to borrow might far: (‘Xcecal the amount of 
c.apil.aJ to 1)0 lent. An a,(ljustment taJccs place similar 
to tliai. which r(3gulates the price of commodities, for 
tbt^ rate of interest must ultimal^ely settle down to such 
a point as will e<tualisc the demand to the supply; or, in 
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trt amount of 

latisfj the demands of those who wish to borrow. 

1 he principle just enunciated affords an explanation of 
■he various rates of interest which prevail in different 
.ountries. The Dutch are more frugal in their haS 
md less expensive in their mode of living than we are 
L less powerful inducement will therefore make them 
abstain Irom spending, and consequently two per cent 
nterest on capital may exert the same influence in causin<^ 
he Dutch to accumulate as would be exerted upon the 
mghsh by an interest on .capital of three per cent. It 
herefore appears that the amount of capital accumulated, 

rev?;i°^?r current rate of interest which 

•reyails through an average of years, partly depends on 
Lational character. In countries where the government 
s unsettled and property insecure, the rate of intereS 

’ ^“^er such circumstances 

j ould be impossible to find any very secure invest- 
lent; consequently a portion of the interest received 
la^y always be considered as an equivalent for the risk 
floss incurred; in the same way people always expect to 
b am a high rate of interest from hazardous speculations, 
n India, a high rate of interest has always prevailed for 
cere property has been insecure, the people being ^on- 
.antly pillaged by the native rulers who tyrannised over 
lem. In a_ young prosperous colony such as Australia, 
■le rate of interest is sure to be higher than in an old 
.iickly peopled country like our own. In this case the 
igh rate of interest is not to be accounted for, as in India 
y a want of security with regard to property. It has 
heady been remarked, with reference to Australia, that a 
enerally high rate of profit is sure to prevail when there 
a plentiful supply of fertile land. But if the average 
ite of profit which can be realised in trade is high, the 
ite of interest must necessarily be also high. If farmers 
I Australia on the average obtain a profit of twenty per 
mt., whereas farmers in England only obtain a profit of 
sn per cent., an Australian farmer will pay a much 
igher rate of interest for capital which he might wish 
• l^rrow with a view to extending his business, than 
1 Ji^nglisa farmer could possibly afford to pay. Eyery 
rcumstance therefore in a country" which tends to raise 
r.M. 
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ilui a.V(‘ni^c rate of profit must alao prodiieo an increase 
In lJu'i rate of interest; on tlio oilier liand, the rate of 
int.envst will be lowered by every circuinstaucc wbick tends 
to reihici^ tlie avia’a.ge rate of jirofit. 

It has been shown in a pixwions chapter^ that the 
avts'a,L»'(^ I'alo of ])rolit rises or falls as the cost of labotir is 
inen'jised or decreased; it has been also explained that 
l.lu‘ <‘()si of labour is loss or grea.ter according as food is 
elieaper or dearer; hence, a honutiful supply of clieap fbod, 
wliether iinportod from oilier countries, or obtained from 
our own soil by agricultural iniiirovcnncmts, exerts a direct 
influence to raise the average ra,ie of profit, and consc- 
([uenily io in<ir<^'is(\ the average :ra.io of interest. But 
in a country like our own, tln^ i'^H>id increase of popu¬ 
lation lends to nia.ke food btHsnne more expensive, and 
UK'n'Ibn^ tlumpu'siion, win'.thiir the giaieral rate of profit, 
and (*<ms<M}U(‘nily tint average rate of iuicrest, will de- 
elim^ as population a.(lvane(*s, imisi be deiennined by con- 
sidt'ruig wlu'tlu'r agrimdiural improvinuenis and foreign 
iinporl.ations of food will sullicu^ to meet tbc demands of 
a. hu’gvr population withoui increasing the expense of 
ol)t.aining food, 

bin* priiu', of nmuy kinds of property directly depends 
upon the a.vm'ag(^. rail.e of interest. Bupposc from any 
rircumsta.n<‘.(^, such a,H tht^ clu^apening of food, or from 
tint opmiing up ()l‘ new and eligible investments for 
eapilaJ, that tin*, ral-e of interest should rise throughout 
Knglaml, say from thna^ to four per ccad:.; a correspond- 
ing (h'cline must ta,ke phuu^ in the [iricc of all such 
sccuritii^s a.s the funds, railwa.y debimiures, and other 
invesinuaiiH, the interest upon which is fixed. The price 
uf railway, mining, and other shares, would also decline; 
for the jlrlee of tliese shares is now so regulated by the 
gtaua'a,! (competition in the money market, that the divi- 
dmids paid upon these slumss must ho sufKcient, not only 
to roXuvn the intm'i^st giviai by investments which are 
piahsdly stsniri^, Imt, in addition to this, an adecpiato 
(spiivaimit for the risk ineurusl Tins price therefore of 
such shanss must decline, if the rate of interest increases. 
Thu price of land would also he affected by cither a 

^ Chap, V, Book xx, 
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rise or fall in the general rate of interest. In onr own 
country land is considered as secure an investment 
as Consols There are many advantages associated with 
the ownership of land which are not enjoyed hy a fund- 
holder; the possession of land gives social position and 
political influciice, ciiid also affords an opportunitv for* 
enjoying the pleasures of a country life. Money inyested 
in land does not return so large an interest as if it were 
invested in the fund^ for the advantages just enumerated 
are considered to afford a compensation for the smaller 
interest received. If, therefore, the general rate of interest 
should rise, the price of Consols would decline, and the 
price of land wonld also decline, because land would be 
expected to pay a liigber rate of interest than before 
When it is said that the price of land tends to decline 
with a rise in the rate of interest, it must not be sup¬ 
posed that land necessarily diminishes in value as the 
rate of interest advances. The particular influence which 
IS exerted on the price of land hy a rise in the rate of 
interest may be understood from the following simple 
exampleLet it be supposed that money invested in land 
ought to retuna the same interest as money invested in 
the funds; we may consider this interest to be at the 
present time three per cent. A landed estate, therefore 
the net income from which was 3000L a year would sell for 
100,000Z. But the same estate, if the net annual returns 
from It continued to be 3000Z., would only sell for GO,OOOL 
if the rate of interest should advance from three to five 
per cent, and if people still expected to obtain the cur¬ 
rent rate of interest from money invested in land Upon 
this hypothesis the price of this estate and all other 
landed property would decline forty per cent, if the rate 
of interest advanced from three to five per cent. It must 
however, be borne in mind, that the causes which affect 
the average current rate of interest may also affect the 
returns-to landed property, or, in other words, the rent 
of land. The conclusion that the price of landed property 
would decline forty per cent, if the rate of interest ad¬ 
vances from three to five per cent, is based upon the as¬ 
sumption that the rent of land remains unchanged ; the 
current rate of interest, in fact, simply determines the 
number of years’ purchase which land will realise. It 
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iiia,y, liowaver, bo miiarkod, that inoKt of the circum- 
stanoiiK winch prochicc a n«c in tlub rat(i of interest will 
uMoally (hic.ixsase the rent of laud; tlma, the rate of ititerest 
ia i'aiK<ul by a diTuitnitioii in. tlie cost of labour; cheap 
i food <hK'.roa,KeK the cost of labour, but when food is cheap, 
a,gricultiira,l ])roducc. is also cheap, and fariaers cannot pay 
HO high a rent for the iise of land. _ Again, if the rise in 
i.hc rate, of intcixist is not accompa,nii!(i l)y any change in 
the ])ric(; of agricultural produce, the farmer’s profits will 
be. the sa.inc as they weixi bivfore,; ho will not, however, 
Ik', .sa,tiHlicd with the. suinn^ profits, because the average 
rate of profit throughout the country will rise if the rate 
of intin-cst is incrca,sed, and his rent must conseciuently be 
naluccd. It thc.rcroru apin-ars l,ha,t a riso in the rate of 
int(.n'cst will gcinu-ally rc.duc.c lilu! price of land in two dis¬ 
tinct ways; in (ho first ]»hw!i‘., a..s the. rate onnterest ad¬ 
vances, ih(\ number oi‘ years’ purc.haso which, laud will 
realise, {liminishes; in the second place, tlni causes which 
pi'odue.e a, rise in tin; rate of inte.ixrst gmuirally exert an 
ildlueuee l.o decrease tin', rent of land. 

,A, ri'inark may lusre l)c nnwle to meet a difBoulty which 
may stiggesl, it.Kell’ to sovm^ of o\ir readers. It may be 
.•iskcnl, How e.a,n llmre. b(', with (In^ kcuaii compe.titiou of 
<',apil.a,l whii’li disllugiiislu's this e.onmu'.rcial a.ge, .such a 
dilfe.n'ni'i^ in the eurre.nt rab^ of in(,(u-est as that hetweeu 
Kngla.nd a.n<l Holland'■! It might Isi (bought that J)utch- 
men would pl;i,ee tlu', sanu^ e.oniideiuai in our funds as they 
would in their own govermmutt see.iirities, and that con- 
seipiendy (xipital would be. sent from .Holland to be in- 
ves(ed in our Cnnds, insti'ad of being (iinploye.d there at a 
low(n- I'atii of inb'ixist. If the Dutch did thi.s on a very 
la.rg(^ sea.li^, thm'e. would (!isi,s<^ to h(' any marked difference 
in till' rate of interest prevailing in the two countries. 
.But however a,et.ivc> the comiiel.ition of labour aud capital 
may he, however keen ami desirous trader.s may bo to 
realise (he largest prolil.s, and labourers to secure tbe 
liighest wage's, yet the people ol' each community, more 
or h'ss, restrict the range of com]Kititi(,)n to their own 
country. The prosjiect of very slightly higher wages would 
tempt our more intelligent workmen from fjoudon to 
Hcotland; but a far larger iuducemeut must bo offered to 
workmen in order to induce them to undertake a shorter 
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jom-iuy: to <‘r(ms tho ('hniuu‘l and to s<^ttlo in France, As 
lonjjf, thor<‘(()n\, jiH thos(^, l\H‘lingM (jontimie, very different 
ra,t('s of \vag(‘s may 'pr(',va,il in (Un\a.*cnt countries. In a 
similar ma.nnor, aithougli ilnm^ is no do\d)t that capital 
passes more ftaa^ly tluin lahour from one country to an- 
ottier, y(‘t of (N-ieli (a>untry naturally feel more 

confaletiee in tlu^ir own f^fovaamnnuit tlian is felt by the 
peo|)l(^ of otlu'r na,lions. Ihauu^ Uu^y are willing to accept 
a. snudler rate of ititnr(\st from tlu'.ir government than 
woiihl satisfy fortagn investors. It is ('.vident, therefore, that 
altliongli e^ipitaJ is largely inv(!st(ul m foreign countries, 
ycii peopK' m highly appr(‘eiat(i the advantage of having 
t.luur <^apita,l investe<l in tlieir own (xnmtry, that very dif- 
{(aand. ratos i)f intierest may prevail in two neiglibouring 
na.tions, 

W(^ ha,v('. now reimarkcsl upon the chief cansos which 
<l(‘i(‘nuiiu^ lJu'. avaa’age nUe of int(u‘(‘Ht which, ])rovails in 
(riilercmt (tnunlrit^s; if is now necx'ssajy to (explain those 
t(‘mpora,ry variations in th(^ ra,i(^ of interx'st which are 
in(lie.at<Hl by da.ily thu^iaia-liotis in tins price of funds, or 
by (ViMpumt alim'ations in the rate of discount. It has 
Ihsui st-atisl, tJiat Un^ priia* of funds has not varied more 
t.luui tovdve. pin* <umt, during ma-ny years, consequently 
thm*(', is i\(di more than a,bout thn'e-enghths p(U* cent, differ- 
(mc<‘ in tlu‘ inb'resl, which tlu‘. funds pay when at their 
nia.xinnnu, ahul wlum at tlu'ir minimum jiric.e- jhit alter¬ 
ations in t-lu^ rate of intiuH^st at diffmauit tinu^s would 
app(%ar to be niueh grt^a.tm*, if tiny a.re (jstimatod by 
tliKd.uat.ions in tlu^ rat.e. of discount. Idi(^ ra,te of discount 
very fn^guently va.ries a,s much as om^, ptu* (xuit. in the 
eonrs(5 of a. w<s^k, and during a. (jomnnu’cial crisis it has in 
a lew w(sd<s a,<lvanc(Ml from four to tim per cent. Tlie 
rati^ at which the Ihuik of Mnglajid discounts bills is 
Uuamul tlu^ ba.nk jub^ of discount, and this is an indication 
of t-hc. gmuuul raJo of discount throughout the country. 
Idle. ha.nk could of course have no power to control the 
rat(M)f discount, unh'ss it candidly followed the wants of 
the momy maTkid',; for if the bank rate of discount was 
highm* than thi^ rati^ a.t which other establishments could 
afford to ilisixaint bills, no bills would be taken to the 
batdi to be disiuainted, if, on the other hand, the bank 
Hliould iliscount bills at lower ndeB than other cstablish- 


_ ^3 

book in. 

OH, XII. 


Confidence 
felt by each 
peo>ple in 
their own 
govern’- 
menu 


.Daily flue-- 
tmtions in 
the rate of 
discount 


Banh of 
Bngland 
rate of dis^ 
count 



4S4 


Manual of Political Economy, 


BOOK HI, 
OH. xrr. 


Why tU 
fmids do 
not mry 
more 
mj)iiUy, 


Rate of 
discount de~ 
jnnds upon 
idle amount 
of money in 
the market 
at a given 
tim^ 


iHonts, every bill would be taken to tlie bank, and t] 
bank would be virtually resigning a large amount 
profit. Tbe bank rate of discount is usually fixed ea( 
Thursday, at the weekly meeting of the governors, ai 
unless something very extraordinary occurs, it is rare 
altered during the week. The bank rate of discount al 
regulates the amount of interest which can be tempoi’ari 
obtained upon money; for joint-stock banks, such as tl 
London and Westminster, allow interest one per cer 
less than the bank rate of discount upon all sums whii 
are deposited with them, exceeding 5()0Z. The inters 
upon deposits, for instance, would be nine per cent., wh' 
in a commercial panic the bank rate of discount was ti 
per cent. 

It may seem extraordinary that there should not ha 
been a greater fall in the funds and other such securitii 
when bankers would allow interest at the rate of nine f 
cent. Why, it may be said, should any one have ke 
their money in funds or railway shares, which were oi; 
paying three or four per cent., when bankers would gi 
nine per cent, interest? It must, however, ho rememhen 
that every one knows that tlie rate of discount would or 
remain for a very limited time at ten per cent.; it woi; 
rapidly, perhaps suddenly, return to its former amour 
as the crisis subsides, the price of all securities would i 
prove, and then those who sold their funds or shares 
enjoy a temporary high rate of interest, would he oblig 
to' repurchase them at advanced prices. 

The frequent variations in the rate of discount are i 
duo to any permanent causes, but rather depend on 1 
aanount of money floating in the loan market, compai 
with the amount required to support the various advan^ 
made, and the various engagements undertaken uf 
credit. The rate of discount would immediately rise 
any event should occur which would cause an increas 
demand for specie. Suppose, for an example, that a p 
spect of war with China should induce our merchants 
believe that we might for a time ho shut out from co 
mercial intercourse with that country; it so happens tl 
a large portion of the tea and the silk we obtain from Ch 
is purchased by specie. If, therefore, there was a rum< 
of war with China, our merchants would at once send < 
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large amounts of specie to China, for the purpose of 
purchasing tea and silk. Those merchants would obtain 
this money by advances made to them on credit. If they 
had bills in their posacs.sion not yet due, they would im¬ 
mediately got them discounted; hence the demand for 
discount, or, in other words, the demand for specie, will be 
temporarily increased, and the rate of discount and the 
rate of interest will both rise. Any circumstance which 
causes credit to bo restricted will at once produce an ad¬ 
vance in the ratc3 of discount; for a restriction of credit 
means, that people are more anxious to be paid in the 
form of money. There will, tlujrcforo, ho a greater anxiety 
shown to convert all such in.stnnneut.s of credit as bills of 
exchange into rnoney; tluMhunand for money will increase 
and the rate of discount luvicssarily advance. 

If, therefore, wo summarise the results of this chapter, 
it may bo stated, that tlie avci’aig(,! rate of interest which 
prevails in any p('.riod desponds upon the amount of capital 
exiting m a country, ciomparod witli the various otlicr 
cireumstauces which have been muunerated as affecting 
the economical condition of a nation. But those tempo¬ 
rary variations in the rato of interest wliich arc marked by 
almost daily lluctuations in the price of Consols, and in 
tho rate of discnuTit, are not detc'.nnimHi by changes in the 
•demand and supidy of capital, in, a,II the various forms in 
•which it mmiste.rs to tho prodiicstiou of wealth. These 
variations depend on the doniand and supply of capital in 
one particular form, nanndy, money; for it has been shown 
that a rise in tho rate ol discount i.s caused by an increased 
demand for ready money, usually resulting from a contrac¬ 
tion of credit, 
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I T has Tbecn incidentally remarked in the last and several 
other chaptex's, that a high rate of profit is sure to 
prevail in young colonies which possess an abundant 
supply of fertile land* Moreover, the histoxy of every pro¬ 
gressive nation shows that the current rate of interest has 
gradually declined; it would therefore seem, that an ad¬ 
vance in population and wealth is sure to be accompanied 
by a fall in the general rate of profit. 

The explanation of the different rates of profit which 
prevail in the various stages of a nation’s progress, suggests 
questions of as much practical and scientific interest as 
any that are discussed in political economy. It is some¬ 
what singular, too, that these particular questions have 
perplexed many of the most cmixient writers on this 
science; for instance, Adam Smith failed to give a correct 
solution of the problem hci*e presented. All his remarks 
on the subject seem infected with the fallacy that low 
piices produce a reduction in the rate of profit* 

General high or low prices indicate nothing with 
regard to the average rate of profit. High prices simply 
show that money has a small purch<asing power; on the 
other hand, low prices show that money has a large 
pxxrchasing power. If, from the discovery of very rich 
gold mines, the cost of obtaining gold should be greatly 
reduced, gold might then decline in value one half; if 
this should be so the price of every commodity would be 
doubled. It would not however follow, that such a great 
xim in general prices woxxld be accompanied by even the 
slightest alteration in the average of profit. In order to 
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.) ilus, lo,l US (nunurc Jii what manner the i^osition of a 
rtarturor wouh bo ahocto.l by .such a change in the 
viiluo of gul< as tliat just stipposed If genenvl prices 
WCTO doub wl, tlm inamifacturor would bo enabled to 
ol)t!un tlui pnoe for his goods; but thou it must 

not bo torgottou, l.at the mot.oy cost of producing those 
gixKis woidd also bo doubled, for ho would bo obliged to 
pay double the pri(Hi for his macluuery, and for tlm raw 
luaterial. ilis lal)our<;rs’ wages must also bo doubled 
Imcauso now f.f. would otdy havo the same power of pur¬ 
chasing eoimuodities as 5(),<!. ha<l before. It is therefore 
mmufest, that a gmuu-al rise or fall in prices is solely 
causiid by an alteration in the valuo of the precioios 
metsds, and, <:onse((uontly, can have ju) effect in cleter- 
immng tho a.V(>rag(i rat,o of profit. 

In order (hat tliero should be no obscurity upon this 
.subji'c.t, let us again imprt'.ss upon our readers, that the 
rate ol profit is uriiua.rily detenniiual by the ratio in 
whud any wealth which is produced is distributed between 
Uui a.n<l Uui !a.l)t)ur(M'H, wlio hava (-auiril)utod to 

its imjutu'tioiL Uul{\sH, Uua'oloro, iho ajuomib of the woalfch 
lisi'ir IS l\u) share ahothnl to tlu^ capitaliKte can 

only h(> aai^'iiuaiUHl hy <liminishio^^ the share a.j)]>ropriate(l 
to tlu' la-hounais, l(, (or insldouai, th<^ ('Uipleyer’s slia,r(vis 
one third, (ho Inhotirers shnn^ will he two tliirds, atul if 
the (oupleyiaas prefils sheuhl h(^ iiua*ea,sed, atul Iuk Bhare 
sluaihl het’oitti^ one hal(, the la.hotirtM's’ wa.gc»s iiuust Ite 
dimiitisluHl, fen* tluar sha-nt would be one half instead of 
two (hlrds, This proposition, thouoit apparently so simple, 
is ltiudn.nuMtta.h au<l i^annot Iks ttH> caiivlully borne in xnind 
by tlu^ r(^a,d^a^ 

Adani SttiiUi was probably imlutH'd (n stipposo tliat 
hnv ijrolits wer<^ produced hylowpnet'S by misin(,orpreti,nu 
C4wia,in plienoinena (jf fnHpumt otKairnauui. When any 
pa.rtieula.r hraiudi of indnstry is t^Ktnaiudy prospen'ous the 
priees pianaiilini^ itt it rajtidiy adva-neti and an exception*^ 
ally Itiixii^ of prodt junvails.^ On i,\n\ other hand, when 
any pa.rt!(adar bnutidi of (,ru.d(^ is depressed, |)ri(X)H deelmo 
aaul profils are reihuaul. The connection which thus 
app(strs to exist iti eertaiti casoH between high or low 
pj’ices a.nd^ high or lew profits can he readily oxphuucd. 
Activity tra<h^ is due to an augmentation in tho demand 


The rak 
profit u 
primari 
iUtmnin 
hj the m 
in %ohich 
prodnee 
dmded. 


Th,e con* 
metion 
lohich, 
oerlo ' 
cmei 
hetwi 
high ^ 
mid Av 
profits ex¬ 
plained. 



45 8 Manual of Political Economy, 

for any particular commodity; on the other hand, 
industry becomes depressed when the supply of the coxxi^ 
modities produced exceeds the demand for them. In 
first place let it he assumed that a new market is suddenX-y 
opened for some kind of manufactures, such for instanee 
as woollen cloth. An increased quantity of cloth cannot 
perhaps be at once produced to meet this new demand • 
those who are anxious to purchase cloth compete wit:!^ 
each other for its possession; the price of cloth conse¬ 
quently rises and the manufacturer’s profits are increaseid. 
This advance in profits can only he temporary, for -fctie 
exceptionally high profits will attract capital to the trade. 
The supply of commodities will he increased, and thus bine 
new demand will become satisfied. Prices will decline 
and the profit realised in the branch of industry will 
gradually restored to the natural rate. 

In order to investigate the opposite case, let it "be 
assumed that there is a sudden falling off in the demand 
for cotton goods. The supply will consequently, for* a 
time, exceed the demand. The competition of those wiio 
are anxious to sell will reduce prices, and profits will 
decline. People are naturally anxious to contract tla^iT 
business if it ceases to he remunerative. The manufactmxe 
of cotton goods will be gradually contracted. The supply 
will he diminished; prices will again rise, and profits will 
be restored to their natural rate. It is therefore evidemt 
that the prevalence of high or low profits in some pax^ti- 
cular branch of trade simply indicates that for a time 
either an exceptionally high or an exceptionally low ira.te 
of profit is realised. But a rise or a fall in general prices is 
solely due to an alteration in the value, or in other wox'ds, 
in the purchasing power of gold, and denotes notlxiing 
whatever with regard to the average rate of profit. 

It has already been found convenient to employ blue 
expression, 'the effective desire to accumulate wealtlx.’ 
This effective desire is sure to inci'ease with the social 
progress of a nation. The less civilised people are, blxe 
less care will they have for the future; the more prudent 
people are, the more desirous will they he to save wea^lbh, 
and thus accumulate capital. It is only the most back¬ 
ward bribes who do not make some provision for the fubxxre, 
and there is no doubt that a great amount of ,weaTfch 


The effec- 
tive desire 
to accumu¬ 
late wealth 
imcreases as 
a country 
progresses. 


BOOK III. 
OH. XIII. 



459 


The Teyidenoy of Profits to fall as a Nati on advances. 

)ul(i be saved, even if no profit could be obtained on book nr. 
pital. People would set aside something, in order either 
mahe a provision foi' children, or to be prepared against 
i age, and such casualties as illness. But the great 
,1k of the capital of the country is saved for the purpose 
obtaining a profit upon its investment. It therefore 
.lows, that the amount of profit which is thus obtained 
imarily determines the amount of capital accumulated, 
is, however, impossible to tell the exact ratio in which 
e amount of capital accumulated would increase or 
crease with a rise or fall in the average rate of profit; 

. that can_ be said is this, that the wealth saved will be 
satly diminished, if the current rate of interest on the 
st security should fall from three to one per cent. On 
e other hand, the accumulation of capital will be most 
werfully stimulated, if new and eligible investments 
■ capital should be opened up. It must, however, not 
Qoncluded, that if at some future day our government 
ould be able to borrow money at one per cent., there 
luld then be less capital accumulated than now. The 
mrse would assuredly be the case, because such a fall 
the rate of interest would prove that the effective 
sire of the people to_ accumulate wealth .had been much 
‘reused, in fact, their prudence would have become so 
jat, ^ that then one per cent, interest would offer the 
ne inducement to save as three per cent, does now. 

It would therefore appear, that the amount of wealth 
licli is saved in a country at any particular time is 
rtly the cause and partly the effect of the average rate 
profit, for the greater the amount of the capital which 
accumulated, the less ccoteris parihis will be the average 
;e of profit; whereas, on the other hand, the less the 
erage rate of profit, the smaller caderis paribus will be 
3 amount of capital accumulated. An adjustment takes 
tee between these different influences ; for it is evident, 
the first place, that a certain average rate of profit 
lults from a particular amount of accumulation, and 
iondly, the amount which is accumulated determines 
3 average^ rate of profit. In each stage, therefore, of a 
bion’s social and economical condition there must pre- 
il a certOjin average rate of profit, this rate being adapted 
the particular amount of capital which will be accumu- 
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Mcinual of Political Economy, 

luted by the prospect of being able to obtain tbe'rabe'o 
probt which is supposed to prevail. We are now iu < 
position to investigate the general tendency of profits ti 
rise or fall as a nation advance.s; for this can be conve 
niently done by considering the principal circumstance 
which accompany a nation’s economical progress, and b 
tracing the effect of these circumstances upon the averao-i 
rate ot profit. When a nation is advancing, capital au< 
population are sure both to increase. If the populatioi 
increases faster than the circulating capital of a countirv 
there will be a smaller proportionate wage-fund to dis 
tribute amongst the labourers, and their wages must in 
evitably decline. If this decline in wages is not accom 
panied by any diminution in the industrial efficiency 0 
the labourer, a smaller sum of money will be paid for tLi 
same amount of labour, and it would therefore appear tha 
profits must consequently be increased. If, on the othe 
hand, the circulating capital increases faster than tb. 
population, wages must advance, and the profits of capita 
will l)e diminished. It might, therefore, seem that ai 
imnease of population tends to augment the rate of profit 
and yot such a conclusion is apparently contradicted bj 
experience; for in young colonies, whose fertile land i 
only partly occupied, a high average rate of profit alway 
prevails; moreover, it may he observed, that profits de 
clino as a country becomes more thickly peopled. Al 
the phenomena j ust described may he very simply ex 
plained. 

It has already been frequently affirmed, that in tb' 
absence of any counteracting circumstances, food require 
more labour and capital to produce it, and therefor 
becomes more expensive, as the wants of an increasinj 
population render it necessary to resort to less productiv 
land. If food could be obtained in indefinitely large quan 
titles without any increased cost, every advance in tb 
population of the country would exert a direct infiuenc 
to raise the average rate of profit. In every old countr 
the remuneration received by the worst-paid labourer 
may be regarded as the minimum wages, or, in other words 
the least wages which will suffice to support the labourei 
As an example of this, our own agricultural labourers ma; 
be cited, for every one who is acquainted with their con 
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ditioa must know that their wages could not be reduced 
without depriving them of many of the first necessaries 
of life; such a deprivation would diminish their manual 
strength, and decrease the efficiency of their labour. The 
wages of the agricultural labourer in this country are 
barely sufficient at the present time to provide him and 
his family with the cheapest clothing, and the simplest 
food. Let any one take the average earnings of an agri¬ 
cultural labourer in the west of England, and let an esti¬ 
mate be formed of this labourer’s expenditure, and it 
will be found that it is impossible for an agricultural 
labourer to eat meat more than once a week; he is 
moreover powerless to make any provision against old ao-e 
or sickness. Let us enquire what will take place if popula¬ 
tion increases, and food becomes more expensive. It may 
be assumed, in order to illustrate the argument, that bread 
rises in price fifty per cent.; such an assumption is by no 
means imaginary, for within the last few years there has 
been in many districts in England a greater rise than this 
in the price of meat and dairy produce. Labourers would 
endure much suffering if they obtained less bread than 
they are now accustomed to consume ; if, therefore, bread 
rose in price fifty per cent., it would be impossible for 
agricultural labourers to live on their present wages; their 
wages therefore must be raised, or, in other words, the 
cost of labour increases, if no counteracting circumstances 
intervene to prevent food becoming more expensive as 
population advances. Hence, in a country like England, 
which is advancing in population and wealth, two agencies 
are constantly exerting an influence to reduce profits. 

In the first place, an increased population tends to make 
food more expensive, but if food.becomes more expensive, 
the cost of labour is augmented, and this cannot happen 
without diminishing profits. In the second place, as a 
nation advances in wealth, the people become more pru¬ 
dent, a smaller return on capital will induce them to save, 
and consequently, a greater capital is accumulated in pro¬ 
portion to the profits which can be realised upon it. There 
can however be no doubt that many circumstances come 
into operation which act more or less powerfully to retard 
this fall in profits. Thus it should be borne in mind, 
that only a portion of the capital. accumulated in England 
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is invested in the country itself, either as circulating or as 
fixed capital. Our capital is freely invested in^ other 
countries; we suhscrihe to foreign loans, and by our aid 
many most important railways and other works have been 
carried out in every quarter of the world. As an example 
it may be stated, that of the 15,000,000?. which has been 
spent upon the Grand Trunk Eailway in Canada, nearly 
the entire amount was subscribed by English shareholders 
Every year the field for the investment of capital in forei<m 
countries is rapidly extending, and it will continue to 
extend, as the barriers of prejudice are broken down 
between different nations, and as security of property is 
spread over a wider area. Now all this capital which is 
accumulated, but is not invested in our own country, pro¬ 
duces no effect, either upon the average rate of profit, or 
upon the wages paid to our labourers ; and as the field for 
the investment in foreign countries may become of almost 
boundless extent, it is quite possible to conceive, that 
capital may continue to increase, even with greater rapidity 
than it has during the past few years, without causW 
any fall in the rate of profit. If, however, this outlet for 
our savings should be at any time partially closed, a 
great stream of capital would be turned back upon 
England; the circulating capital of the country would 
consequently be greatly augmented ; the wages paid to the 
labourers, and therefore the cost of their labour, would he 
greatly increased, and the rate of profit would rapidly 
decline. 

Observations have now been made upon the extent to 
which a fall in the rate of profit resulting from a con¬ 
stantly increasing accumulation of capital may be counter¬ 
acted by the investment of capital in foreign countries. 
We will next speak of the principal circumstances which 
counteract the decline in profits, which will be sure to ac¬ 
company an increase in population, unless supplies of cheap 
food can be obtained.. Agricultural improvements, and 
the importation of food from countries less thickly peopled 
than our own, are the chief circumstances which enable 
additional supplies of food to be obtained without an in¬ 
crease in . its cost. In the first place, with regard to 
agricultural improvements, there can be no doubt that 
superior methods of culture have largely augmented the 
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xv.na^c, y,d,l Iroin umAi ac.ro ol 1,-uul in tl.ls ootn.try, and 
this lai^n- )»-„,luc(» has b(HU. obtaiticd witboub a, jnmter 
l)r<)i)arl,i(.nab(^ («N-p(aulil,uni <.C lala.nr and ca.i.ilal. Two verv 
|)rotiiin<Mil', unprovi'iiuails tuiod only bo inonliioiual • for it 
js woll known iba(, nnicli («nn}iara,l,iv(dy ini|»ro(luc.l,iv (5 land 
has Ixaai iuad(' (,o produce' lari^c crops of oorn, by Uic evd- 
(avahou ol blue tunup, and by (Ju! uso ofartiliciai manures 
Improvoel ,mplcm.-n(.,s a,ro .every y.'ar inl.ro.Iu.dna ..neater 
(eibc.i.mcy and .economy into af,n'icnltnr<e. If wee w.'vo com- 
[icll.ed to obtain Ironi mir own soil all the ad.litional food 
vvliicli a ,11 in(T.'a.siii,i. poimla.tion woiil.l re.piine, food would 
:rrca,lly j-is.' in jinc.', tlm cost of labour would bo incrcasod, 
.uhI prohUs would <l{'(!luuv. 

_ Those p.diti.-a,l .'conomists who consi.l.'r that a decline 
11' tine _ra,t,e ol pnd,(, must of n.'c.'ssity ac.'ompany an ad¬ 
vance in popula,tioti a,ml w.'idtli, f.v.pu'i.tly alHnii, tliat 
uiatm-ial p_r.)f.r<'ss has v.'iy .l.'tinil,.' limits,‘an.l that tbo 
oroj,m'ss ol oacb nation must, necessarily, soon.-r or later 
>;as.e. It IS lor iiistaii.-e, imuntain.e.l/that if the rate 

pro It <'ontinu.'s to .Icobn.', tho returns to capital 

’i'* ui'i'* i"i*i'’ "" a.lo.piato induce- 

n.eiit will bo belli out lor iiicri-asi'il arcnmulation. Tinder 

di.'so circu.usta.n.'.'s (■apital will not h.e furth.'r imamsed 
,be_ra,t.‘ ol pr.| It will have ivachi'd its l.iwest limit, a,ml tine 
latmi. then will a.rriv.'at what is ca.lhsl a, stati.mary state'. 

. s.a. .lomuy slat.' is .d .‘oursn a possible contingency, and 
here .■a,n be .... .hmht that Mn^daml mieht sum. be in 
uih condition il tbo.se causes whicii have l).>en enumerated 
,H t.'ii.liii,!. to k.'.'p up the rate of prolit, ci'as.'d toa.etf.ir 
.iiy limf.'tli ol tim.s Hut, with r.'H'ar.l 1o almost all coun- 
nes, (he stationary .stair was more lik.'ly to be attained 
• Ity yi'iirs .s,than it is now. Duri.if^‘the last century, 
ho Dulrh lre.|u._mtly hmt money to tlu'ir government at 
vvo p.u'emit.; (Ins indicates a mu.eli low.r rale of iirofit 
ha,n has jinevail.'.l m any Kuropeau country for many 
oars past llolliui.l in tho last .-entiiry had no doubt 
i'ly ch.si'ly appmarhed (Im stallonary state. Jlut the 
<nii'ral con. itmii of Miirope was th.m so .listurbed, that 
.)mpara,tively litth' capi(.al was sent from one country to 
imthi'r lor the purposie of being inv.'sted; hence, nearly 
I tlm enjiital whicb was acenmulatcl by the thrifty Dutch 
!UI to In; invested in their own country, and the result of 
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this was that the rate of profit which prevailed was so low 
that no sufficient inducement was offered to increase tHe 
amount of capital accumulated. 

There are many other modes in which capital is ab^ 
sorbed, besides those which we have enumerated; for 
stance, the conversion of circulating into fixed capital tends 
to keep up the average rate of profit. During the fii'st 
years of the great railway extension in this country, tbe 
average rate of interest undoubtedly rose; there was a, 
great demand for capital, and the tempting speculations 
which presented themselves induced many to withdraw 
capital from business, and embark it in railway under¬ 
takings, But when, by the conversion of circulating .int-o 
fixed capital, the wage fund of the country is diminished, 
the cost of labour is decreased, and an influence is thus 
exerted to raise the rate of profit. Such diminution in 
the wage fund is by no means hypothetical; the wages of 
labourers have often been for a time decreased by tlie 
sudden conversion of a large amount of wealth into fixiod 
capital, in the form of railways, machinery, &c. Tlie 
injury to the labourers, it is true, is only temporary, 
because machinery and useful public works greatly aug¬ 
ment the productive resources of the country, and create 
a larger fund, from which future capital may be acen- 
mulated. 

Some people have considered that the average rate of 
profit is kept up, or is prevented from falling, by the de¬ 
struction of capital, which always takes place in those 
commercial panics which seem to recur with periodic re¬ 
gularity. The phenomena which accompany these crises 
give colour to this opinion. In consequence of the in¬ 
creasing accumulation of capital, the money market is at 
length said to become glutted with capital seeking for in¬ 
vestment ; loans are freely offered, and the rate of interest 
declines. In such a state of things any undertaking wKieh 
offers a prospect of unusual gain is eagerly supported ; a 
speculative feeling is thus engendered, the excitement 
quickly blinds men’s judgment, all kinds of fictitious 
schemes are brought forward, and capital is recklessly sub¬ 
scribed to carry out unprofitable undertakmgs. ^ Directly 
the mania begins to subside the losses of individuals be¬ 
come revealed, and it is discovered f.hat immense sums of 
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capital have been wasted; the surplus capital which was 
floating in the money market has been destroyed, capital 
becomes scarcer and the rate of interest rises. Hence, no 
doubt, a commercial crisis produces a considerable effect 
in the rate of profit by absorbing, or rather by destroyino- 
capital; but it is to be doubted whether the influence thus 
exerted is so powerful as that which is produced by those 
other circumstances already described as sustaining the 
average rate of profit. 

The general remarks which have been made in this 
chapter may be illustrated by explaining the high average 
rate of profit which prevails in a young colony such as 
Australia. The material condition of a country in the 
position of Australia is characterised by an abundance of 
fertile land and by a scarcity of capital and labour. The 
economy, therefore, of an old country like England affords 
a direct contrast; for in England fertile land is scarce, and 
labour and capital are both abundant. When fertile land 
is plentiful, food is sure to be cheap, and this will be 
especially true with regard to those kinds of food which 
require little labour for their production. Eor instance, 
immense flocks of sheep have been fed on the pastures of 
Australia entirely for the sake of their tallow and wool. 
The meat of these sheep was of no value whatever, until 
the gold discoveries brought a sudden accession of popula¬ 
tion ; for previously there were only enough people in 
Australia to consume a small portion of the mutton that 
was annually killed. Wheat, however, was not relatively 
so cheap as mutton, because the cultivation of wheat 
requires considerable capital and labour. Labour was, 
however, scarce, and the implements of agriculture were 
expensive. Although labour and capital may be both scarce 
in such a country as Australia, yet it is evident that the 
returns of this labour and capital, if applied to cultivate 
the soil, must be extremely great when it is remembered 
that in such a country even the most fertile land can be 
obtained at a merely nominal price. 

The industry of a young colony is sure to be almost 
entirely confined to agriculture, for the great abundance 
of fertile land at her command gives her superior advan¬ 
tages in comparison with older countries. On the other 
hand, it is impossible for a young colony to compete 
F.M. 
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successfully in manufacturing industry; she does not posses^ 
the appliances which manufacturers require, the machinery 
would have to he imported, and labour would be rno^'e 
expensive. Our operatives would not, of course, omigrate 
to Australia unless they expected to obtain higlicr wages! 
The same considerations apply in a sornowliat modified 
degree to mining industry; the gold mining of Australia 
is an exception to this, because comparatively few coutx^ 
tries produce gold, and therefore Australia lias little 
competition. But in the case of such minerals as copper 
which are produced both in England and Australia, it is 
impossible for Australian copper mines to compote against 
English copper mines, unless the former are far richer 
than the latter. Labour and machinery arc so expensive 
in Australia, and the cost of bringing tlie ore from the 
mine to the coast is so groat, that many a copper mine 
which is unprofitable in Australia would be a source of 
enormous wealth if it could bo transferred to England. 

We may, therefore, conclude that the indu'stiy of a 
colony is employed in agriculture and in supplying those 
wants of the people for whicli provision cannot be made 
by unporting commodities from other countries. For 
besides agricultural labourers, there must, in a yoimo- 
colony, be bricklayers and carpenters to build bouses^ 
and all the various retail dealers and others connected 
with them who minister to the daily domestic require¬ 
ments of life. Since, therefore, agriculture is the staple 
industry of a colony, it is evident that the average rate 
of profit v?'lncb prevails -will be regulated by tb'e profit 
wliicli can be obtained upon agriculture. When there 
is. abundance of fertile land, every one can easily liccome 
a farmer; hence capital would not long continue to be 
employed in house building, or in retail trades, if a 
larger profit could be realised by investing it in agri¬ 
culture. In order therefore to explain the high rate of 
profit which prevails in a colony, it will bo necessai'y 
to show that the profits on agricultui'e are larger in a 
colony than in a thickly-peopled country. Where fertile 
land is so abundant, it is of course only necessary to 
cultivate the most productive soils. Consequently labour 
and capital, when applied to agriculture, will be far more 
productive in a colony than in a country like our own. 
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It may perhaps, however, be said, that we have land far 
more fertile than any which is tilled in Australia This 
no doubt, IS true, but the English farmer has to pay a 
heavy rent for the use of land, and he does not on the 
average realise greater prodts than the farmer who culti¬ 
vates worse land, but who pays a smaller rent. Euo-land’s 
population IS so great, that there is a demand for all the 
produce which can be raised from her cultivated soil • hio-h 
rents therefore must prevail. These rents are an essentfal 
part of an English farmer’s expense; he pays his rent for 
the use of an efficient agent of production, just in the 
same way ^ if he were compelled to purchase a useful 
machme. The farmer in a colony has, speaking* com- 
paratiyely, to pay no rent; he is saved this heavy expense 
and there consequently remains a greater amount of 
produce to be distributed between the fanner aud the 
labourer Wages and profits are, for these reasons, almost 
invariably higher in a colony where fertile laud is abun¬ 
dant, than in an older country where the growth of 
population has made land scarce, 


467 

BOOK ixr. 
OH. xiri. 


hh2 



CHAPTER XIV. 


OF OVER-PEOBUCTION- OR EXCESS OF SUPPLY. 


BOOK IIL 
OH. XIV. 


Supposed 
danger of 
over-pro¬ 
duction. 


Over-pro- 
duetion 
m ay have 
tiro mean¬ 
ings. 


ILL political economists wlio preceded the late Mr. 
XI. James Mill and Mr. Ricardo, and many who have 
succeeded them, seem to anticipate a general over-produc¬ 
tion of commodities as a possible or even probable con¬ 
tingency. Dr. Chalmers and Mr. Malthus went so far as 
to impress upon all, the duty of exei'cising a moral restraint 
with regard to the accumulation of capital; for if this is 
not done, they feared that wealth would only be created 
to be wasted, and that it would be impossible to consume 
a great portion of the commodities produced. Sismondi 
was actually opposed to the use of machinery, because he 
believed that if the production of wealth was so muclr 
facilitated there would inevitably ensue a general over¬ 
production of aU commodities. 

The fundamental error involved in these opinions 
would probably never have been supported by the three 
great writers just mentioned, if there had not been some 
ambiguity in the meaning they attached to the expression 
‘ over-production.’ Let us therefore commence by defin¬ 
ing what is meant by this word. Now, over-production 
may exist in two very different ways: in the first place, a 
greater quantity of commodities may be produced than 
can be sold^ at remunerative prices. In this case there may 
be no deficiency in the power of consumption. Everything 
which is produced can be readily consumed, but those who 
have a demand are not willing to pay such a price as will 
remunerate those who produce the commodities. It is 
difficult, from the language employed, to determine 
^ whether this is the kind of over-production which is 
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iatended by Chalmers, Malthus and Sisraondi. Ifc is, per¬ 
haps, more probable that they conceived a second kind of 
over-production, differing very essentially from this. It 
is possible, as an hypothesis, to suppose that a greater 
quantity of all commodities may be produced than people 
really want. In the course of this chapter it will be proved 
that such an over-production has never taken place in the 
past and is never likely to occur in the future. 

With regard to the first kind of over-production, it has 
been stated when considering the laws of value and price 
that some particular commodity is frequently produced in 
excess; the price at which it sells will then cease to be 
remunerative, and the profits of those who produce the 
commodity are consequently reduced. These low profits 
discourage^ the production of a particular commodity; in 
this way its supply is diminished, the demand is once 
more equalised to the supply, and prices are again made 
remunerative to the producer. When these low profits 
temporarily prevail in any branch of industry in conse¬ 
quence of over-production, it is said that the particular- 
trade is dull or depressed. It is quite possible that such 
dullness and depression caused in the manner above 
described may exist in every trade ; if such a phenomenon 
should really occur, it would no doubt have been considered 
by the above-mentioned writers to denote general over¬ 
production. In one sense, it would be over-production; 
but the word has a double meaning, and by tire aid of tln'g 
ambiguity the most mischievous economic fallacies are 
speciously propounded and readily assented to. The 
method adopted is the following—Certain phenomena are 
described, and are admitted to prove the existence of 
general over-production in one of its significations. When, 
therefore, the possibility of over-production is proved' 
numerous events are shown to result from over-production 
m Its other signification, and therefore the possibility that 
these events _may really occur is regarded as proved, be¬ 
muse the existence of over-production in its other sense 
has^ been admitted. This method of reasoning affords a 
basis for an indefinite number of fallacies. If it be admitted 
that there is over-production, so far as it is represented 
by low profits, yet it can be proved that there never has 
been, and there never will be, over-production in the 
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Let US consider the case of a market being over-supplied 
with some particular commodity. If the American civil 
war had not occurred, the cotton manufacture of Lanca^ 
shire would, no doubt, quickly have presented an example 
of what is commonly called over-production. During the 
years 1859 and 1860, the Eastern demand for cotton goods 
was extremely active ; prices ruled high, and unusually 
large profits were realised. Every manufacturer was con¬ 
sequently stimulated to produce on as large a scale as he 
possibly could. All the existing mills were worked to their 
utmost, and new mills were rapidly erected. The extra 
demand which caused these large profits would no doubt 
soon have been fully supplied. Manufacturers, if we may 
judge _ from past experience, would not have sufficiently 
diminished their production as the additional demand for 
cotton goods became gradually satisfied; the market there¬ 
fore would almost certainly have become over-supplied, 
and the unusual activity which had prevailed in this branch 
of industry would infallibly have been succeeded by low 
profits and general dullness of trade. In fact, activity and 
depression always seem to succeed each other in the cotton 
trade in regular cycles. 

Although the market may be thus over-supplied with 
cotton* goods, no one can suppose that these cotton goods 
will be wasted; there would be no diflSculty whatever in 
selling the goods if they were only offered at a sufficiently 
low price. These low prices may be very disastrous to the 
manufacturer, but what he loses, is gained, or is saved by 
those who purchase cotton goods; there can therefore be 
no waste—all that happens is simply that the producers of 
certain commodities miscalculate the extent of the demand 
when these commodities are offered at a particular price. 
If the demand is over-estimated, the producers will realise 
smaller profits than they anticipated. But such an excess 
of supply can^ only be temporary, because low profits will 
check production. The demand for a commodity is deter¬ 
mined by its price; raise the price of a commodity, and 
the quantity of that commodity which will be purchased 
is at once diminished. But, on the other hand, by suffi¬ 
ciently lowering the price, the quantity of a commodity 


_ 0 / Over-Prodmtion or Excess of Supply, 

which will be purchased 

There is a certain average rate of profit which prevSs in 
a country at any particular time. Unless manufaXeis 
and traders hope on the perage of years, to realise a Je^ 
tarn rate of profit on their capital, they will nnf 
tkeir business,- th„ would r&e; wiSl“S 
^ speedily as possible, and invest it in other undertakSS 
A constant tendency IS therefore in operation whi^S 
regulates_ the price of commodities that the ordinary rate 
of profit IS, on the average of years, given to each ckss S 
producers If the price of any commodity is more than 
sufficient to do this, the production of th^ commodky“ 
stimulated, the supply is increased, and the price of the 
commodity must fall in order to make the demand meet 
the increased supply. But whenever the price of any 
commodity falls so low as to cause a particular brScS 
industry to be comparatively unremunerative, there ex^te 
what IS commonly called over-production; such over 
pro fiction can only be temporary, for the low prices will 
exert an influence to check the supply of the commnrl7+^ 
aud the price of the commodity lrbe™ed S 
a«t the producers of it ageiu roceire the ordinary rffi of 

It therefore appears that, however great mav be tba 
accumulation of capital, commodities are sure Jot to be 
produced so as to be WoUsted ; there will be always permns 
ready to consume the commodities which are prodSd if 
the price at which they are sold is sufficiently low Con¬ 
sequently the accumulation of capital, as was pointed out 
in tim la.st chapter, may reduce profits, but nerer causes a 
superfluous production of wealth. Capital may L misan 
phed and wasted, and when a very loJ rate o/profit me- 
vmls, there is always a great temptation, as is proved^ by 
every comrnercial crisis, to squander capital upm SesI 

thrsmalf'''® bLme ffissatisfied 

recklessly embLr°'^ ® leptimate trade, and therefore 
recklessly emb^k in any scheme that affords a prosnect 

a^Tste^o? of capital result- 

t ^ * I ® different thing from ' 

wealth being produced in such superfluity that it n^’ust be ' 

mSt consumers. It is true that the invest- 

ment ot capital m unproductiye schemes, is often j)roinpte(i 

— — » 
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T>y the prevalence of a low rate of profit. The capital 
however need not be so invested, for it could still be em¬ 
ployed productively; if it were so employed, the supply of 
commodities would be farther increased, and profits would 
again decline. This decline in profits would be disadvan¬ 
tageous to the producers; the consumers of the com¬ 
modities would be benefited, and the wealth of .the nation 
would be increased to the full extent of this additional 
production. 

When discussing the subject of capital the most ex¬ 
treme case of over-production was assumed; for it was 
supposed that capital went on accumulating so fast, and 
the production of commodities was so largely increased, 
that at length the labourers were able to obtain every¬ 
thing which they required. It may be said, that if in 
such a state of things capitalists should continue to accu¬ 
mulate, and labourers continue to labour, additional wealth 
would be produced, which no one would have any desire 
to consume; but such a supposition tacitly assumes that 
men have an uncontrollable desire to labour, and that in 
fact they labour for labour’s sake. This is entirely con¬ 
trary to the experience of human nature: men labour in 
order to satisfy their wants, and to provide themselves with 
the enjoyments of_ life. Labourers would gladly shorten 
their hours of toil, if, in consequence of an increased 
accumulation of capital, the remuneration of labour 
should ever be so largely augmented that their wages 
should become sufficient to supply them with all the 
necessaries and enjoyments of life. It therefore appears 
that, upon the most extreme hypothesis, there cannot be 
over-production, in the sense conceived by Malthus, Chal¬ 
mers, and Sismondi. The fallacies they propounded on 
this subject were no doubt due to a misinterpretation of 
the phenomena connected with the low profits which pre¬ 
vail in a trade when there has been an over-production of 
some particular commodity. Mr. J. S. Mill has aptly 
remarked, that any ‘difference of opinion on the subject of 
over-production, involves radically different conceptions of 
political economy, especially in its practical aspect. On 
the one view we have only to consider how a sufficient 
production may be combined with the best possible dis¬ 
tribution; but on the other, there is a third thing to be, 



Of Orer-Pmlnctwn or PJxoens of Supply. 

0<)n.si(l<>.v(l—| h»w a (.u. he <.r(>al,iHl Ih,- produce'";;; 

liow ]>nKluc(.ien cm. lu>. limik-d to Mu^eapahili'.ieK of't],., 
i>iarkeC.._ HeKidew, a Mu'ery hu <’NH(>ti(,i;dIy Neir..eon|,rM,di(!|.()rv 
CJUUHjt nilrudo without c’a,rrvio^t»' (‘onfusion into tlu> 

very Ihw'I. oi Huhject,, and inakiun^ i(, impossihh* eveii 
to conceive w.t,h any <liHUn<tion many of tlio more com- 
jilicated ticonomical vvurkiijgH of .society.’ 
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the recent 
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A'listralian 
and Cali¬ 
fornian 


T he unprecedentedly large supplies of gold which hai 
been obtained from Australia and California, sin< 
1850, have already produced many important results, ar 
if these supplies continue, a still more powerful influem 
will no doubt be exerted upon the commercial conditic 
of every country. When the intelligence that rich d^ 
posits of gold were spread over Australia and Califom 
was confirmed by the repeated arrival of ships with mar 
thousand ounces on board, the commercial mind of Euroj 
became greatly excited. The wildest speculations wei 
indulged in; financiers of great reputation confident! 
predicted, that gold would be so rapidly depreciated i 
value, that_ it would in a few years be as cheap as silve 
These predictions have not been realised, for although tl 
yield of gold has continued far in excess of the origin, 
amount at which it was estimated, yet it is now a di 
puted point, whether up to the present time the vah 
of gold has suffered any depreciation. There seems, ho\ 
ever, to be a preponderance of evidence in favour of tl 
opinion that there has been a depreciation in the vah 
of gold. 

The Australian gold fields were discovered about tl 
year 1850, and those of California two years earlie 
Before that time, almost all the gold used in Europe wi 
obtained from South America and the Ural Mountain 
It has been calculated, that the annual yield from s 

1 This subject has been ably and fully iuvestigated byProf. J.B. Cairu 
in a series of essays wMch have been recently pnblislied by bim in 
Yolume entitled Essays in Political Economy^ theoretical and applied^ 



On the Uccent Gold Dmnnmru\9, 

th.os(‘- HouiHH'h <‘()uibin(ul (lid iiob oxtuunl (),()()(),OOO^,; and of 
thin amount aJ)()\it 4,000,()()()/!. was (‘a,(‘li y(',a.r sivut tfO Eng¬ 
land. But sinco tlie yoar 18110, tho avtirago yiold of gold 
in Australia has laam 10,000,000/., a.tid tlu^ gold ruim's of 
Calif(>niia liavo Ikh'u sca,n‘(‘ly l(%s produotiva^ Almost ail 
the Australiati gold l\a,s btaui scut to this oountry, and 
the average amiiud. amount whieli vvt'. lia,V(^ ol)taim'.d from 
California has hoeu at h^ast, -1,000,000/, ft thendoro ap¬ 
peals that A and ('aJiforniji a,uuua,lly s(uhI to this 

country an amount of gold mxetajding hy tliiHs^ tiiiu's tlu', 
aiuount prcviotisly (ddained from all H0unM\s (‘omhiiu'd 
The (luestioig thtUHrlruH', is at omui suggeistc'd, Wliat Ims 
Kiiglaud done with tlds a.ddi(lm»al gold? Tluna^ (^a,n ho 
no doubt tluit only a, small portion of it has (;oiiH‘d, 
for tlu'. purpo.s(^ of ladug (unpIoytMl as inomy in this eon in 
tryh Hiu<^i‘., tlunudorts only a- stnaJl portion of the addi¬ 
tional gold whidi ha-s htaai iin))orUHl iirtcrihis ociuiitry has 
btum eonvaadiiul inio eurrmiey, wo will [ihk'imuI to mniuiro 
in. what manmn* tlu'. nauahulm’ has Inam appro|)riat(Hl 
Th(^. gold whidi Engln.nd imports nmsi, ho a-ppli(Hl to 
-oin^ or :mon‘. ol’ tln^ threat following piuposos:*--- 

1.sL lit may h(‘. o.mploytMl in a,rts and maiuifantvrres, 
2n(h It may ht^ o.oiiuHl inl.o nioin^y a,t tlio Miidi. 

^h'd. It may h(^ tra-nsmithal to fonsgn oountrii's to pay 
■for va-rious oommodidos purchasml from tiuuu in tlu'. ordi- 
naiy l.ra.nsa,etions of e.ommoro(u 

Th(^ oxlrcnm'. diHionlty has aJroa.dy Inum alhuh'd. to of 
•even appr()xima,(.(dy (‘sl.imating tlu^ a,mount of gold mum- 
ally us(hI in a.r(is a.ud numufaoturi's. Hold is, liovvia'or, do 
voitsl to Si gn‘n.t va.ri(dy of purpost's, a,nd Mr. daooh, a, high 
auilioriiy^ supposfMl, thirty yt^aa's ago that 2d)0(),000/. of 
gold was annually ahsorbcHl in arts and nuuiiifacrtvii^ 

1 Wa am aWo to f(U'ru no oorroot (atituaio of Uio iwnouni of f^old coin 
a(H(ul io our oumuioy by oKanintiiia Mini .roturiui. Tho HlaUHtum of 
tho Mini Hbow Uh^ aiuoiuit of gobl, hIIv(H', and <;.orp<n' Jnonoy aiumully 
coiuiul; uiouuy is, howovor, oousiantly wiUulnuvn from oiroulatum for 
tlio jairpoi-a^ of )i)oi!\a roa-.oitnul, and a conHiduraido portion of tho prociouH 
motalH Hunt from Uuh cjountry in (ixporiiul, not in tho form of bullion, but 
in sp(uu<'. A ghuu-,(' at tho Alini roLuniu at onoo jwivu^h Uio iniposHibility 
of formiiif]; from ilnun any comuit op‘-’aion as to tlio luodo hi which tho 
piHiciouH nutalH which wo annually import aro (nuployotl. Tims in 1 .H 47 , 
the year Iml’oro tli(\ gold dincovorioH wt'rti nuuhs tho gold ooinod at out 
M int amountiod to i>,()()(),()()()/,; in ISHS tho iimuuilt rose to 11 , 000 , 000^.5 
'whuroas it doolmcd ia 1000 to l, 200 , 000 l» 
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The amount of gold 'which is so employed has no doubt 
since then greatly increased. Mr. Jacob is generally con¬ 
sidered to have made an exaggerated estimate. The 
difference of opinion which exists upon this point does not 
however in the least degree militate against the certainty 
of the conclusions about to be established. For whatever 
be the amount of gold which is used in arts and manu¬ 
factures, it is nevertheless evident that the quantity thus 
absorbed, though it may gradually increase, cannot vary 
greatly from year to year. When, therefore, the annual 
yield of gold was nearly quadrupled, by the Australian 
and California discoveries, only a very small portion of 
this additional gold could in the first instance be absorbed, 
by an increased demand for gold for industrial purposes! 
Unless it is assumed that gold is cheapened, there can be 
no reason why the amount of gold employed in arts and ' 
manufactures should be much greater in 1852 than it was 
in 1848, and yet the yield of gold increased during this 
interval more than three-fold. Hence it may be said, 
with sufiScient exactness, that almost the whole of the ad¬ 
ditional gold obtained from Australia and California must 
have been either coined at our Mint or re-exported to 
foreign countries. 

It will be remembered, that in a previous chapter an 
explanation was given of the connection between the quan¬ 
tity of money in circulation and the general prices of com¬ 
modities, and it was then proved, that prices rise or fall in 
exact proportion to the increase or deci'ease in the quan- ^ 
tity of money in circulation, if it is assumed that whilst 
this increase takes place, nothing occurs to affect the gene¬ 
ral economy of the nation. This principle may not appear 
to be sufS-ciently clear, because we have employed the 
ambiguous expression, 'no change in the economy of the 
nation; let us therefore explain the exact nature of the 
qualification thus introduced. It is quite evident, that if 
the population of a country should greatly increase, 
larger quantity of money would be required to be kept 
m circulation, for there would be more buyin^^* and 
selling. If a nation had 30,000,000?. of money in cir¬ 
culation, when its population was 10,000,000, it would 
seem that 45,000,000?. of money ought to be in circulation 1 
when its population had increased to 15,000,000. If, how- 


(hi (hit IhTf^ut (taltl DisvaVfUi^s, 

cm\ tin ndtlitiiMjnl auHHtni of uuou^y w('rn l)rou«.1).|, info 
dmilatioin an tla^ poi)nla.lion inrroa.std, and ii; a,(. Uio Hamo 
timr, no .sul^Htiiulra fur nuau'v won^ pnaadod, tho Haano 
mnnuni'<if luonry wotdd havt'‘to do a .i,0’«"dor’a,in()\itj| of 
bnyin;;’ anti aollmy* than if did Indoiv, or. in oilna’ wordn, 
a HnndltT ([iiantify td’ luont'V will In' ('Xt‘han*((Ml iti om*Ii 
imnsaol ittn td’ hnyin;*' arnl ^ Hallinn\ d'lu' coaHtMuitaioo of 
this mu.sf. hr a *'vtna'al drrlitu' in fJu' pritMMd'oonuntMlitit^H. 

On fhoolhor hainl, if an additional <|Uanl 4 ty of motu'y 
should 1 h' hrnuodd intt> tdivulatiint far in <‘x<'<\sh (d' tho iiw 
crt'anr in the wraith or p^d^ulafitni (ddhtMa^nnfay, a r*rrai(vr 
([uaidity of nnnirv woultl hr rxrhann<^,l Jjj tra.nsa,<ddon, 
id'htiyiu';'a.ntl atdliny;, anti |)nrt\s \vt)uhl ristx dins 

risr in j)rit‘t' ronhl tody hr pnnandrth hy oni|dovinr’ Iho 
oxira mnuvy in tranaatditara wlilrh vviox' indortwarrird on 
by Hoint' td' tln^ atdKdilutrs fhr nionty whirh rnalit, provddt^H. 
It is ind< howtn-ta’ prtthaldr, thaJ, tlu^ rist^ in rtanu’a,! pri<‘(\s 
whirh wtatld ortnu* mnlvv tin' rirtMnnsfa.tHu\s suppostsl 
Wotihl ht‘ tlnn; piwtndrd, altlnniyji surh a rtndani^nm'y is 
thrtn'idirally jnt.irahhx A drataa{dion has a-lrrady hianii 
givrn td* tlu' \a.rion:} suhstilntrs hn* mtnny whirh nVo now 
UHi'd iti tnt'ry nun’rantih' tannds'y. anti it has Imhoi sta.trd 
that an inrrt*a%iny; proportion tjf'Un^ laisinrs.s of f.luMnnni. 
try is tannhirttul hy rluspirs^ anti hills t)f t'xrha.nor, if 
Hoint? snrh stthstif nti*;; for inonty as flnssr did n<)^ t^xiah 
nnnit'V nnist hr rnipIoy«'<l in a. givat mnnht'r of irnaiH* 
md4t»ns» wlnax' now it' is rtnuphdtdy tUsptni.st'd with. Ii 
luiH tlu'ndoiv htaoi rKplaiinnl that il is fJnsindatxdly ptm- 
nddt' that- nil ntltiitional t|uu*ntify <d inont^y niiglit hi^ 
hrmiohi inf.i) rirrnlafitnn wifliout t'xtnding any tdidrt on 

])rirt\s, if stnnt^ td* (hr rxisfing anhstJtufrs for nnnnw 
wort' displarrd ; Imt it was at (In^ satnt^ finite rtsiuirktah 
thn.t tuu’h a, rtadingtairy was t'\(rtatndy improhnhh*, h<^- 
causr in n. prtiprrssivt' inrrruufilt^ tanintry llkt^ onr owip 
thr snhsf ifuh*s for nn»ur)\ insfts’ul of hOnif tlisplarrih an^ 
(uudi \yar nnn’t* r.vft*usivrly nstal. lAir instanrr, a vtny 
diorl, fimt* has tdapsrtl sinrr inaiy (ratlrrs, surh an Iknntn’a 
paitl a.nd nsaavtsl rvt*rythin‘» in nnairy, A fnamt^r vvotdd 
pay his rmlt in nanny, ainl stdl his wla‘a.t a 4 id Hlau'p lor 
luonty; hut lujw all tla^ lar^.^'t* farnno's in England ha,v(‘ 
hanking atjtanmis, anal thry ust^ (daspaxs idr cwtsy pa,ym(Mit 
'wliinh i'xrtHalsu low poiuala Urnnu; altlaiugli tlu; tpiauiily 
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and the value of the produce which is annually boiigdit 
and sold by the English farmers have greatly increased ' 
during the last few years, yet a much smaller quantity of 
money is probably kept in circulation in the agricultnral 
districts, because cheques are now employed in so many 
transactions, instead of money. 

These remarks have been made in order to show the ex¬ 
treme difficulty of ascertaining the effect exerted on general 
prices by an increase or decrease in the quantity of money 
in circulation. for instance, the population and wealth j 
of the country increase, and if more money is not bronglit I 
into circulation, one of two things must occur; either i 
general prices must decline, or some of the substitutes for | 
money must be employed in transactions which were i 
previously carried on with money. If, on the other hand, 
an additional quantity of money is brought into circulation 
wheti there is no corresponding increase in the wealth and 
population of the country, then, again, one of two things 
must occur: either the value of gold must be depreciated 
and general prices will rise, or money must be used in 
transactions where it was not previously employed. The 
first of these contingencies, namely, a general rise in prices, 
would be almost sure to occur, because in progressive 
mercantile countries, such as our own, there is no proba¬ 
bility that money will be used in transactions where it 
was not previously employed, since every year a greater ^ 
amount of business is carried on by means of the various 
substitutes for money. Hence, from the remarks wliicli ' 
have just been made, the following question is suggested 
for solution, in order to decide what effect- the recent 
gold discoveries have exerted on general prices in tliis 
country. ' ' ! 

1 The question is this: Has the additional gold which bas 
been coined and circulated as money in this country been 
in excess of the amount required for the increase wbicli 
has taken place in the wealth and population of tbe - 
country since the gold discoveries ? If this question is 
answered in the affirmative, general prices must undoubt¬ 
edly have risen. But the solution of such a question 
depends on facts which can only be approximately- 
ascertained; for it is, in the first place, impossible to 
calculate, with even any pretence to accuracy, what is tbe 
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auiomit woalih wln(;ii is aimunjly houo'lit juid" sold in 
tins country; ancl, m tlio scHioiul pln,ct> if ^ ^ 

cmil.l bo cootro,stud with wl.at it vvas '^h IV ,t 
di.scov(>rics jt would 1)(, furtlun- uccos.snrv to ■«<•<.. I- f, 

[ nu.ch (.(tins wojd(,l. was actually exud.fu.i^c I for ,, Jy 
in order to be. able, to ,le,cid(. whal' is tin. anu.unt of Zuw 
rnciuired to be. m (uiculation al, any i.a,rlhad ir i.Z 
as to i)res('rv<‘ uuifonnity in "■ener'd i.riees " l/’ ’ i’'i 

thcnv.lon. se.un that (,ho :,‘netl.od of i.'iv<lsl,ii.a.l,i<,n j,,sr'i'n 

d.ca,to. does no .uial.lo us to know witli ,,reeision ihetl < r 

.lint, d, may piudiaps ho said. If it i„ sired to know 
I anyt nup' (•,.ne(.r.nn,4_a «nuera,l ris,, or fall in prices why 
,, nol. adopt a very obvioiis aaid simple method, and eonma..^ 

, the piiu‘s ()| (iommoddms now wilh wha,(; they weia. a (hw 
yea.is sniee . ,1 ho method, however thoni''ri nln'i 

not so ea.sy of appination a,s n.riy b’.> s,,p,i,., ,s‘will 

.., Hlieieney f.y e,apl, yi„.. t is 

oover wha,t ha,s bee.n (.he (dfeei o.i prides ZZlIe n,,!. t 

u ^yill la. li'jnid ■ ul-,:!-,'’ 

thrill 

wh!uv-w (r'‘'''''''-‘’'''‘'‘r I*''*"*"'''' <loci<le('lly rdm' 

wl euM,s (he pri(u> o( some mamd'ncturcd g.,ods has faJhm 

■Itut, a.H Jia,s la'cii pivviously Ht.atod, tlio riw' in tiu' nric(' 

0 nuait may he. (,uriy explained wiUmut implyin-r 
tin value, o(o.o d has been depreciated hy the rZud dis- 
coverie.s sukh- (,]ie imaasasc in (,he (piantity of nu'a.t wliich is 
(i(|uned (,o oK'et tin. wants of a, la.rger p'o])ida,tion is tiuite 
Hud.emnt (,o accou.d, for a ri.so in tlu.Zric.. Id " ' 
Ai'^un nnproyenmnts in mael.inery ami in ll,e i.roeess(d f 
lum. cheapened the ci.st of pi.mlinuZ.-ioim 

T( (li"(" **"* * <*<n)''<eipmntly (l(K:lin('(I 

11. Umrelon. app,(a.rs tha.t a, rise in tin. indue ..f K(.m(. arti- 

hpu.ml (anises, and niay oe.eiir mdepemleid.lyof any Lmnend 

clemiase or me.reaso in (die. viduo of <rold 
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(hUerent ways affect (,he price of particular (rnunm. 
ditms, wc howover ocrtamly helicve that there has been a 
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depreciatioa in the value of gold. This conclusion is ! 
cliiefly based upon the arguments of Proi. Oairnes ana 
' upon a most elaborate investigation by Prof. Jevons. j 
pW. Jevons has compared the average prices of many | 
hundreds of commodities since the gold discoveries -with | 
their prices previous to 1848. He has, with the utmost 
cai'C, made allowance for the induence which might have | 
been exerted upon the price of any particular commoaity j 
by causes independent of a change in the value of gold. 

The result of his investigations would seem to prove j 
that there has been a rise in general prices amounting j 
to 10 or 15 per cent. Since this investigation was made 
we are of opinion that the slow and gradual depreciation i 
of o-okl has continued, and that at the present time (1874) 
itsliepreciation, measured by the rise of general prices, is 

not less than 25 per cent. i i r • 

It may seem that there is yet another method of inves- 
tit^ation, which will conclusively decide the question as to 
whether the value of gold has, or has not, been depie- i 
dated. Thus it may be said, that in a previous chapter | 
of this work, the value of gold as well as of all other ] 
mineral produce was stated to be regulated by laws similar 
to those which determine the value of-agricultural pro- 
limigltu duce. If the value, or price of agricultural produce de- j 
dines, the worst land in cultivation will cease to return : 
thayifgfd profit, and will consequently be thrown out of tillage. ^ 
t miT In the same way, if the value of mineral produce declines, 
mwes the profits resulting from mining industry will be dimi- . 
would have many of the least productive mines will cease 

to be worked. It may therefore be thought that many of 
the least productive gold mines must during the last few 
years have been relinquished if the value of gold has been 
depreciated by the discoveries in Australia and California. ^ 
It does not, however, appear that gold mines in other i 
parts of the world have been thus relinquished, because 
the yield of gold from South America and other sources of 
supply is as great now as it was previous to the discovery 
of the Australian gold fields. 

This is not The evidence, however, which is derived from the con- 
condume, sideration just mentioned, is not as conclusive as at first 
lecause si<^ht it may appear to be. ^ATe throw out this suggestion 
fi^areun- ill Order to caution our readers, because it must be borne 


It migJit he 
supposed 
that, if gold 
lad fallen 
in value, 



On I he Iieevnb (tnhl Di^^covcvies, 

i" iinluKlry. an,! .-.sp.M.in.lly iro|,l 

IS lur more sp.H'uIni.iv.' niid inusTl.aiii Uia.n acricaiiUiiH' A 

-•'.■^riruKura.l pn.duaa aim,.si, im- 
m,‘ilia.(,.l 3 ' all,-els il,,' rant, wlimh fa.rnmrs will c.nsant, in 
lay. I'-arh arn.nr ran vary a|.im.xima,t,,dy <-aJruIa.|.r ihn 
pn.l.t, whmli l.r w,l l.a al.l,. t,. raali.s,., ami I,a will rafusn 
to r,ml. has larni, iinl.'ss 1 „> ,:;unsi,lars ilial. in. will hn a.bla 
In n!,(a,m an a,l,.,|ual,‘ ralurn F,.r lu.s labour a.ml r.-u.itaL 
Nu Hunlt <-alrnla.(.inn ran, linwawr, bo iinulo with nwa,r,l 
in Ulo |irnlils whirh a niina is likriy in yiabl. It, ('^'lan 
im,t.pan.s Ibai iba disi-nvary a now Ind,', nia,y, in a I'nw 
vasj ly incrt\*is<' prolil.s a.n<l vaJua of a, miiic' 
iM-an in nur nwn c.unlry ii lias riv,|uan(.lv bapnamid Uiai 
a rn|)|.rr nr l.iu nun,‘ has in a, .slinrl, i.iinn inorriwad in vain,' 
a, Imndra,! laid. Mining' Ihrivrnrr r,‘snnil)la.s a, b.iirry 
lnn,sa rnn,‘:,'t|Uanl.|y wbn a.rr rnnap;rd in ininin,t;- indiisi’ry 
‘I" »<'<•> '•aiuini. arruralnly ridrulaia. ihn prnliis wliirli 
a ,111 bk,d\’ (,i) ba raidisnd. 'Pba rlnuiro n(’ubia,ininn; a .tfraal, 
prii',,' i.s ill,- r,‘al luntiv,' wliirli prninpbs Jiiiniii!.;' anl,ari)ri,S(*. 

I liu.s, an;a,in aiul a;;ain ba,s it. bran sl,a,|.,'d |.ba.|,' ilia rnpnar 
all,] t.in ndiM'.N nt t ,.rnwa.ll dn n,.i, nn Iba ai^^'ran'a.t,r, rainrn 
a prnlii ,d'nn,' par rmd. nn Mi,, rapiial wlddi is ,‘.\pan,l,'d 
'ijiun Miani, _ 'rid.s sl.rikinn ,sl,a,iiHt,iral liaal, a.^arls .-nnipara,- 
iividy bill,' inllui'iiiv; far panpla. will anniinua l.n ainba.rk 
Mu'ir rapitid in ibis uiu','iunn,‘raiiva imlu.siry, a,s long as 
ilii-y nbai'rva ibai a, min,' bi'i-a and ibara bas baai'r ,sn 
sura,',s,slid ibai 100 /. nriginally invrsiad in ii would ri'idiso 
a,n annua.l in,-,.m,‘ ,if many Immlrails a v,'a.r. I’ai.pb, in a, 
similar \va.y aiv a,iira<'i,',l In lb,' g,.l,l lii'bl.s by iba ini,alii- 
g,'!!,-,' nl'aivai ami sm-i't'.s.sful • linils,’ and ilu'y si'blnm aal- 
rula,ia what is Iba a.v,'ra,<,',' prnlii ri'idisi'd by I'arb pi'rsnn 
('m|ibiya,l upnn a. g'nbl lit'lil. 11 . ibari'inra appi'a.r,s |,ba.l. iba 
.supply nr i';,i|d may imi imm,',lia.|,'ly b,' murb a.rr,',-l,,',l by a, 
.sbglii ib'pi'ai'iaiinu in iis va,bi,'; a. rnniinuan,',' of ilm (la- 
pi,'aia.iinn muai, buwi'Var,a,li,'r a. Mm,' ilimini.sb l,lu' .supply. 
Ilanra a. ib'praainiinn in ilia valua nignbl i,s .spunbum,.msiy 
raianb',!, b,',-a.usa a dapr,:,'ia,iinn in valua ('.xi'i'is a, iaii- 
daimy in d,'rr,‘asa iba, supply nf gold, and a iliminuMon in 
llu^ Miipply a,i. (.lu^ Haint*. l/uuo a U'luh'u^^y to in(:roa,S(j 

its vn,hn‘^ 

_ 'I'ba I'ar.i ibai Kama tima i-lap.sad barnrn iba largo addi¬ 
tional KUppliaH nl gold aauHcd any marked daprociaiinii in 
K.M. 



md 

■p((r(.<(.h of 
the. ‘naficir 
(fit (utlcn/. 


77/n/ arr 
irnidrd. 
V'/n'n thr 
airnti/c 
projdn (ire 

liHiK 


TJhC l(tfge 
supjdim of 



482 


BOOK ni. 


CH. SV. 


gold re¬ 
ceived have 
prevented a 
disarrange¬ 
ment of the 
finances of 
the country. 


This is 
owing to the 
fact that 
the gold 
discoveries 
coincided 
with the 
commence¬ 
ment of a 
new era in 
commerce. 


Manual of Polit ical Economy. __ 

its value, enables us to account for a lmost important result 
■which has been produced by these discoveries. K has al- 
ready been stated that any sudden variation in the value 
of the substance wbicb is cbosen as money must prove most 
disastrous to a mercantile nation. Our readers will clearly 
perceive tbis, if they reflect for a moment upon some ot 
tbe consequences which would ensue, if the value oi gold 
should, in a few years, increase fifty per cent. Every faxed 
money payment would then be increased fifty per cent., 
and the prices of all commodities would be reduced 33J 
per cent.; and therefore 150 sacks of wheat would only 
sell for the same amount of money as 100 sacks sold for 
before. Those, therefore, who had to pay^ fixed money 
rents, would have their rents virtually raised fifty per 
cent.,’ because fifty per cent, more produce must be sold 
to obtain the requisite amount of money to pay the rent. 
Ao-ain, the burden of the national debt would be increased 
fifty per cent.; because, if the interest on the debt was 
30,000,000?., this amount of money would represent the 
same quantity of -wealth as 45,000,000?. did before the 
value of gold was depreciated. The whole mone-fcary 
arrangements of the country would, in fact, be thiown into 
a state of confusion, since those who had fixed money 
payments to receive would be enriched as much as those 
would be impoverished who had to make these payments. 
Now there can be no doubt that the value of gold would 
have been greatly increased, and tbe disastrous conse¬ 
quences just mentioned would bave conseq^nently ensued, 
if England had not obtained since the year 1850 a large 
additional supply of gold. It is a remarkable coincidence, 
that the time when the gold discoveries were made was 
tbe commencement of a new era in the commerce of 
this country; the Navigation Laws were then repealed, 
and this measure completed the great free-trade policy of 
Sir Robert Peel. Our commerce and trade, released from 
the trammels of protective duties, at once showed a most 
extraordinary development. Our exports in twelve years, 
from 1848-60, advanced from 60,000,000?. to 135,000,000?., 
and our imports exhibited a corresponding increase. At 
the present time (1874) the exports amount, as previously 
stated, to 250,000,000?., and the imports to 350,000,000?. 
In 1847 we imported about 500,000,000 lbs. of cotton, and 
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5^000,000 lbs. of tea, and in 1856 we imported more than 
1 :,000,000,000 lbs. of cotton, and nearly 90,000,000 lbs. of 
"tea. This expansion of our trade and commerce was as 
stidden as it was great; for it is an instructive fact, that 
t-he trade of this country seemed to be in a stationary 
state for several years previous to the introduction of free 
trade. Our exports and imports had, since the conclu¬ 
sion of the war in 1815, shown a progressive increase; 
Toxit about the year 1838, until the establishment of 
free trade, they remained almost stationary. It is quite 
evident that such a sudden development of trade and 
commerce would require a larger amount of money to 
T^e brought into circulation; for, as the wealth of the 
country increased, a greater number of commodities would 
'be each year bought and sold for money, more money 
'Would also be required because the population was more 
Numerous. Again, more money was wanted in order to 
pa.y the wages of the labourers; for our exports could not 
si.civance from 60,000,000?. to 135,000,000^.^ without the 
Wage-fund of the country being greatly increased. It 
tilierefore appears, that the sudden development of our 
"trade and commerce about the year 1850, created a de- 
3naand for a greater quantity of money to be brought into 
circulation. 

If no new supplies of gold had been forthcoming, this 
iad-ditional demand for gold must have inevitably caused a 
sizdden rise in its value. The extent of this rise might 
Ixave been very considerable, and those consequences would 
liave ensued which have beeu already described. The 
iiacrease in the value of gold which would have occurred, 
can be best understood by reflecting on the large quantities 
of gold which have been poured into this country without 
producing a greater depreciation in its value than has 
actually taken place. It therefore may be regarded as 
conclusively proved that the gold discoveries were made 
ab a most opportune time, and that they averted a most 
serious evil; for, if we had been left to the old sources 
of supply for obtaining gold, England’s commerce could 
not have expanded as it has during the last few years 
without a large and sudden fall in general prices. 

We have next to investigate the manner in which the 
large quantitv of gold has been employed which England 
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has re-exported to foreign countries. An examination of 
the Board of Trade returns at once suggests an answer to 
this enquiry; for it will be perceived that, since the year 
1850, there has been an extraordinary export of the 
precious metals to India and China. The average annual 
amount thus exported has certainly been not less than 
000,000?., and yet a few years previous to this, the 
amount sent was comparatively insignificant. The causes 
which have induced this large export of the precious metals 
to the East are well worthy of explanation. The increase 
in the trade of this country which has just been described, 
is exhibited in a very striking manner by the quantity of 
tea and silk which we import from China. In 1847 we 
purchased only 55,000,000 lbs. of tea from China, whereas 
we now import nearly 130,000,000 lbs. About the year 
1850, another circumstance happened which powerfully 
affected our Chinese trade, for then the silk crop in 
Europe first began to show signs of failure. China was 
at once resorted to, and since that time large quantities 
of raw silk have been imported from that country. In 
the year 1855 we imported more than 4,000,000 lbs. of 
silk from China, whei'eas a short time previously the. 
importation had been insignificant. These figures are 
sufficient to demonstrate the enormous increase which 
has occurred during the last few years in the money value 
of our imports from China, But our exports to that* 
country do not advance in a corresponding degree; the 
Chinese possess all the prejudices which result from an 
isolation of 2000 years. Although the industry of this 
people is so remarkable that they seem capable of supply¬ 
ing Europe with any quantity of tea and silk which may' 
be required, yet the Chinese will not accept European' 
commodities in exchange for their produce. For great as 
is the increase of our imports from China, yet our exports 
to that country were less in 1855 than they were in 1844. 
During the three years 1844-5-6, our exports to China 
average rather more than 2,000,000?. In 1853 they 
declined to 1,700,000?., and in the next two years to 
1,000,000?. The i^esult of this is, that what is popularly 
called the balance of trade is largely against England and 
in favour of China. In order to adjust this balance of 
trade, we are compelled, as has been already stated,. 
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annually to send many million pounds sterling of the 
precious metals to China. 

Again, with regard to India, the large public works 
which have been carried out in that country have rendered 
it necessary that a considerable amount of the precious 
metals should annually be sent there from Europe. It has 
for instance been calculated that in seven years 43,{)00,0()()L 
of English capital has been subscribed for Indian railways; 
a portion of this was of course spent in England for plant 
and materials, but a large portion of the amount was sent 
in the form of the precious metals to India, for the 
purpose of paying those employed in the construction of 
■the railways. The causes which have been here stated, 
and others of minor importance, which might he enumer¬ 
ated, are quite sufficient to explain why, during the last 
few years, an amount of the precious metals equivalent, 
on the average, to 12,000,000?. has been annually exported 
to India and China. 

It may, however, be urged, that these facts do not prove 
that muck of the Australian and Californian gold has been 
absorbed by India and China; because it is silver, and not 
gold, which has been chiefly sent to those countries. As 
far, however, as the absorption of gold is concerned, it 
makes little difference whether it is this metal, or silver, 
which is sent to the East; for the large quantities of silver 
which have been exported to the East must have been 
principally obtained from the silver coinage of various 
countries; in fact, it is well known that the silver currency 
of France has supplied a considerable portion of the silver 
which has been thus exported. A few years ago, a very 
large number of silver five-franc pieces were in circula¬ 
tion in France; a large amount of this particular kind 
of money had been hoarded and kept concealed by the 
peasantry of remote districts- The demand for silver to 
be sent to the East has caused a very large number 
of these fiye-frane pieces to be bought up, for the pur¬ 
pose of being melted down. Their place in the French 
currency has been occupied by gold coin; and therefore, 
although silver is sent to the East, yet it may he considered 
that gold is really absorbed, if this silver, which is thus 
sent, has to he replaced by gold of a corresponding value, 
c Although the greater part pf the new suj)plies of gold 
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whicL. haye not been retained by England, have been 
either exported to the East, or have replaced the silver 
which has been exported to the same destination, yet some 
of the Australian and Californian gold has been absorbed 
by other countries. Eor instance, these countries them¬ 
selves, as well as many others, have been rapidly advancing 
in population and wealth, and their growing trade conse¬ 
quently requires a greater amount of money to be brought 
3nto^ circulation. But as long as 12,000,000^ of the 
precious metals are annually sent to the East, we must 
regard this as the principal source for the absorption of 
the new supplies of gold. Hence it would appear, that 
the future position of our trade with India and China must 
exercise a great influence in determining the future value 
of gold. 'The present position of our trade with China is 
so anomalous, that it would be hazardous to make any 
prediction regarding it. Who, for instance, can tell how 
long the balance of trade will be against our own country 
and in favour of China? The.Chinese are a remarkably 
shrewd people, and they are ever ready to avail themselves 
ot any chance of making a pecuniary gain. What, then, 
IS more likely than that they may some day recognise the 
advantage of exchanging their tea and silk, not for the 
I precious metals, but for some commodities of European 
manufacture ? The loss which the Chinese suffer from 
the present method of carrying on trade, is very apparent; 

1 AAA metals are not intrinsically useful, and 

,000,0006. expended in England would purchase commo- 
u greater use and value, than could be purchased 

by the same anmunt of money, if it was expended in 
ma. It the Chinese should become large importers 
ot European products, Europe would no longer be obliged 
o send the precious metals to that country, in order to 
adjust the balance of trade. There would consequently 
cease to be any demand for a considerable portion of the 
pld and silver which is now annually sent from England 
to the East. ^ 
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were 


This great stream of the precious metals being turned 
back upon England, would no doubt cause the value of 
pld to be rapidly depreciated, and the consequence would 
be a geaeral rise m prices. We do not predict this as a 
certam, but simply as a possible, result; it ought not. 
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corresponding degree; and, therefore, the money value of 
the stock which is possessed by the individual will also 
be increased to the same extent. Hence, property thus 
invested is secure against any loss arising from a depre¬ 
ciation in the value of gold. An income derived from 
land is also similarly secured against any loss arisino- from 
this cause; but all securities, such as our own funds fo¬ 
reign stocks, &c., in which a fixed rate of interest is p’aid 
diminish in value in exact proportion to the depreciation 
in the value of gold. It must not, however, be supposed 
that this depreciation would be shown by a reduction in 
the price of the securities; their price would not be in any 
way affected. If gold were depreciated one half 31 
would-be worth no more than II 10s. is now, and a fund- 
holder’s property would consequently be depreciated one 
half, although the price of funds might remain unaltered 
it IS moreover evident, that the tax-payers would be re¬ 
lieved of one half the burden of the national debt, if the 
fundholders lost one half their income hy a depreciation 
in the value of gold. 

Some have considered, that if the fundholders’ property 
should be depreciated in the manner just described, 
they would have a legitimate claim for compensation frorn 
the nation. Such a claim might be urged with apparent 
reason, if gold had been depreciated in value so suddenly 
mat it was impossible for any one to take timely warning. 
The claim, however, under present circumstances, would 
be entirely indefensible; for the possibility of a deprecia¬ 
tion in the value of gold has been discussed and predicted 
tor the last twenty years. Some authorities affirm, that 
the depreciation has already commenced; whereas other 
anthqrities of equal reputation as confidently assert, that 
the time may be still indefinitely distant, when the value 
of gold will become depreciated. Hence every investor 
has ample time to take warning, and no one ought'for one 
moment to be encouraged to believe that he would 'have 
the slightest claim for compensation, if his property should 
become depreciated by a fall in the value of gold. 

We have now considered the influence that has been, 

j exerted on prices by the recent 

gold discovenes; it therefore only remains to describe the 
effects which these discoveries, have produced upon the 
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oiiiitru'H ill whicli tliey havo biiwi miuUi. Wd will, for flic 
Uvo of ooiivcniouoo, oliioily coulino our aM;o,ution. to a do- 
jiiption of tlio (Hjouoiuio ^irogroKH of Australia; for at tlio 
iiiio of tlio gold disoovorioH, tho cotiuuoroial couditiou of 
L.ustralia, so imioh rosoiulilod that of (tUil'omia, that tho 
smarks luado with n-gard to th<i ono oouutrv, will equally 
|)|)ly to tho othi'r. 

It has boon previously stalod, that of tho throo requisites 

(• produotioM.vise, land, la,hour, a,iul capital~a young 

doiiy suoh a,s Austra,lia possi'ssos tho (irst in an on'vinont 
ogroo ; for long provious to tho gold disc.ovorio.s, tho great 
n,tiira,l rosouroos of Australia wore known, Imt it was im- 
ossihlo, in conso((uon<'0 of a dolioionoy in tho supiily of 
ibour, to niako those rosouroos ndoipia.toly produo.tivo. 
lor pastures, lor instanoi', graxod onornious lloiiks of shoop ; 
10 population of tho oidony was, liowovor, so sin,all that 
lose shoop wore, worthless exoopt for their wool. An 
buiidauoo of (brtilo la,nd oould bo purohasod at almost a, 
omitial price; hut provious to bStS, comparativoly very 
“,w oniigra,uts wmit lo Australia; oonsiupmutly two of the 
iquisitos of production, -tuuiudy, oaiiitaland labour- ---wm-o 
anting, and tho progress of the colony was oxtnauidy 
ow. I!ut directly it booamo known that rich deposits iif 
old had been disisivored, thousa,nds of muigraid.s wore, iin- 
iodia,toly attraob'd to Austra.lia,. 'This adilitional siqiply 
■ labour (‘xi'i'ted no inuuodiato <d 1 eot upon tho dovidop- 
i(‘nt ol tho other resouro.i's of tho <aiuutry; in fa-ot, her 
'ueral industry was, in the, first insta.no(‘, seriously inter¬ 
red with, for a great projiortiou of tho labourers of tlui 
>l(|ny were attracted to the gold fndds. Shophords left 
ii'ir lloi-k.s, luid almost every class of the community for 
time rolimpiished their ordinary avocations. The whole 
lonoiny of tho nation was (piickly thrown into a state of 
mfusiou ; it was, however, soon disoovoreil, tha,t tho avo- 
,go prolils ri'alisod in tho gohl lidds were not .so groat as 
10 proli(,s which could ho obtained from many id,her om- 
oynu'iits. A o.onsidoraldo amount of labour was tlioroforo 
,pidly withdrawn from the gidd diggings, and returned 
> agriculture a,nd other indusl.ria.! pursuits. I'lu'ro was, 
orcovor, a largo [lopulation at the gold fiohls, whoso 
ants hail to ho supplied. 'iPhis new deunaiid so increased 
lo wotdtli of the colony, fcha,t meat whioh bofore could 
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only 1)0 sold at a nominal |)ritK\ soon n^alisod ‘W. and 4 rf. 
a })ound in tho Mtdbourno marludi, W(^alth was rapidly 
mado, and a larger amount old'^ipital was savcuL Tim UhAi 
rato oF prolit wbi(di provjuhsl in tho (M)untiy, ;ittra(d,o(l 
oUipitaJ from England ; Ausindiai in this way s'udd(‘.uly oh- 
tainod tho two romaining ro(piisit(\s of prodmdJon—uiamoly 
ca,pi(.aJ, a.ud la,bour—a.nd slu^ (tonsoiiinmtly adva,uccd in 
comuua-oia,l prosptaaty with wt)ndorbd rapidity. 

It thondbn^ a.ppoars that th(‘. gohl dlsc^ovaamss have 
ox(a’t(ul a, spo<aaJ inlluonoo in promoting tho, industrial 
progri'-ss oF .AuslraJia,. \Vi^ ha.Vi^, howt^vor, biam a,nxious 
to (explain, tha.t tlu'. btaudb. thus (‘.onhuTod is not duo to 
th(‘, r(%'disation of a,n t^Koa^pl.ionaJly high ra.t(‘. oF prolit iu 
gold™<lig’ging. No doubt somo oF tln^ Austra.lin.n gold- 
diggors ha,VO mad(^ giaxit gains; bu(, wlau) tho a.vorago 
oa,rnings urn c‘stimat(Ml, it is Found, l.ha,t goldaligging is not 
mon‘. nmumorativo tha.n othor bramdu's oF ind’usl,ry. ,Eoi^ 
instamug whm) a.gri<adturaj wag<\s W(‘ro -Mk or dO.v’a, wook 
in, Australia, it was (\a,hada,t(Ml tha,t th(%a.Vi‘rago ('nruings of 
those?. i'Ugagud in ma,ny oF tin? golddiedds did not e^xoood 
#h>.s'. a, Wi.u'k, Hut (,hoi disooveay ol gold <'oulea’S a, spooial 
luaudit upon n, <‘olony; beaxuist? no otlu^r <drour)ista,nco 
c^Keu’ts so poweadul a,n inlhuunu? in, attraed-ing omigrants; 
tlu^ r<\'ison oF this is veuy obvious. 

In th(? llrst phu?o it may bt? nMuarktal, that in a Inward- 
ouHspteo-ulation stioh a,s gold-digging, tho instanoos oF groat 
suoc(%s aro^ brought into Far gnsaU?r promimuuu? tha.n tho 
ca,sos of Failure. Tlu? sa-mo hadings wldedi in<lu(?o p(u)pl,o 
oa.g(U’ly to (mU?r a lottery, attract tluuu to a.n oniploymout 
whio.h oFFors ohanoos of gn?a.t ga.in. It must also ho 
homo in mind, that gohl-digging is not impoeUul by 
thoscs obstaedos which, in a, young (u)lony, nd4ir<l tho pro¬ 
gress of a,lmost cv(uy otlua* kind oF* industry. Laud 
<!aim()t,-For instamto, bo profitably (udtivatod in a young 
colony, luitil roads have beam made, and until thorn is a 
town population in^ tin? c.olony itsedf to purtdiaso tho pro- 
(lueo. Mantdaejturing industry <;annot bo (^arrical on witli 
suo<‘,oss, i)(u?auso labour is so dear, Moroovor, all mining 
op(u-ations mx(u?pt g<d<bdigging roepiiro a groat oxpomliturb 
ot labour mul capital. Exponsivo macliinoiy has to ho 
constructed, an<l tho produce raisoel is btdky, and thcroForo 
tho cost ol conveying it to market is extremely groat. 
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^iratia i... no vt^ry ri(‘h in mirujralH ho.sidoB 

tnany nf hnr rtjppi^r niin«‘M ant far inon'. prnducfivo 
ti whit'll yit’ltl laru^t^ prthila in (^irnwaJl; hui. ouo 

f\v lari willahtiW tin'tlilVuadiy id’ workin‘(nn Atuil.ralia.n 
jr willi atlvanlprita^ rhanp'tl hn* hrinL^inr 
from an Auafnilian miui^. ('alliMl tln^ Ntirl.li lUiini' 
>pi‘r Mint', (r pt»rt, ia a/, a tan, wlnn'raa tlm avnra,t(t'i 
whit'll t ainrlttuM |>ay lor l^hi!,^li;'‘li roppor orn dons | 
, i'Ht'otMl \ Ilia anuaint. ^ 

h>ld nunitnt’ haa, ho\Vt'Vin\ In rtndtnul with no antdi 
iruliit'a. Tin' Attalralian |,;nhl -dif(rta‘ nM|Ufri‘s litUn 
ital <*\t't'pi a low fdtnph^ ttaila, and MuHudt'nt luoru^y in 
- hia paaanrt^ nui; anti tlu'ndnrt^ in (*inharlun|j^ in ihia 
ustry* 1 h' riaka liUlr ninrr than a iaaiaiii atnnunlof iinin 
i lahnnr. li ihtna'hin' ntaal nni. hr a ina,,(.irr ofaurpriHo 
t, Uit' diarovrrira inuntHlinltdy adiraritnl ihouHandH 
uni*p'ant:; Anatralia; t.ln^ lahnur whirh ahn rt'quin'd 
I thna aupplirth HUti In‘r fnturt^ pnap'raa was rnnar*-j 
•►iiily iiiHiirnh 
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CITAPTKR 1. 


ON THE aHNEEAL 3‘RIN0n>EHS Op TAXATION. 


[ a: IS Clwioinary for writers on political economy to dis¬ 
cuss taxation as a part of the S(7)arato division, of tho 
cionco winch has Insm termed by Mr. Mill, ‘tins iidluenco 
,f ^rovenmumt.’ It is no doubt true, that almost civory 
aw which JK enacteil exerts, either ilirectly or indirectly 
orjiti induenee ou the economy and wealth of tho nation 
t -iniflht theri'fore appear that every a,et of IWliami'ut 
lif^bt he appropriately discussed in a treati,so on political 
conomy. Jhit if such a course were adoiited, tho ramre 
f tins science would he practically unlimited. It is there- 
irci necessary that some restriction should be placed upon 
.i.c^ scope of this part of our empiiry; a convenicul, 
otindary hue will be drawn, if our inve-stij-ations are 
rrr fined to measures, the speeilic ohiect of which is to 

l>ta.in money, which the fiovernment'(uther spends itsidf 
r <Iirects to he expended by others. It is manifest that 
iol» measuri's are included in the term taxation, nu'aniuo- 
y -(.lie word local as well as fjeneral taxation; for ta-xatiou 
as iro other object iu view except to obtain money. The 
when collected, may be dovoti'd to any puriioses i 
tlio governinont may direct; but a person is never 
.at In to pay a tax, in order that some sub.sidiary end may 

_A,h an example it may ho mentioned, tliat atax on spirits 
isc^.s thoir ])rico; the eonsumption, of an intoxicating 
)v<‘.rago is thus discouraged, and the tax maybe thorefore 
K.l to promoto temperance. But anxious as the govem- 
etxt may be to pro vent drunkenness, the tax on stvirif-s ifi I 
ipoaod h 
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of course, fortunate if the tax effects another subsidiary 
object, and improves the morality of the people. But if 
the revenue which is raised by the spirit-duties should not 
he wanted, no one but a fanatic would think of retaining 
these duties merely for the purpose of discouraging drunk¬ 
enness. ^ Even if such a proposition were seriously enter¬ 
tained, it would involve considerations which would not 
heiong to political economy, but to the general science of 
ethics. _ Political economy has simply to explain what will 
he the influence of any particular measure upon the pro¬ 
duction, the distribution, and the exchange of wealth; 
this science is trespassing upon the domains of other 
sciences, if it attempts to decide whether a particular 
measure may he right or wrong. We therefore think it 
advisable to avoid discussing, in a treatise on political 
economy, those acts of a government which are intended 
to effect some object which is not directly concerned, either 
with the production, the distribution, or the exchange of 
wealth, hut which may, nevertheless, at the same time 
exert some indirect influence upon the general economy 
of the nation. Several advantages are obtained by adopt-* 
ing this course. 

It is evident that a government cannot possibly exist, 
unless it possesses a revenue; its laws, for instance, become 
a dead letter, unless the penalties which the law sanctions 
are enforced on those who disobey. The people who en¬ 
force these penalties are servants of the State, and they 
therefore require some remuneration for the duties which 
they perform. Hence the State must possess a revenue, 
in order to pay its various agents and servants. This 
revenue may be obtained by rapine and pillage; but if 
such means are resorted to, the revenue is not raised by 
taxation; for taxation implies, that the right to levy a tax 
is given by law, and that the law not only enacts bj’" what 
classes of the community the tax should be paid, but also 
specially states the penalty which any one incurs, if he re¬ 
fuses to pay the tax. The question, therefore, is at once 
suggested. Are there any principles which will enable us 
to decide whether any particular tax is just or unjust, de¬ 
fensible or indefensible? Adam Smith considered, that 
all the principles of taxation might be deduced from the 
four following rules, or precepts. These four rules, which 
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Adam Smith’s own words. u.us. 0 ijuea in 

th^su'ow contribute to 

the suppoit of the government, as nearly as possible in 

proportion-to their respective abilities; that I ?n nrn 

portion to the revenue which they respectively enjoy umler 

the piotection of the State. In the observation or neo-lect 

‘2ud. The tax which each individual is bound to pay 
«.git to be certam. aad not arbitrary. The time of 
ment the manner of payment, the quantity to he paid 
ought all to be clear and plain to the contributor and to 
every other person. Where it is otherwise, every Smon 
subjec to the tax is put, more or less, in the powjr of tS 
, tax-gatherer, who can either aggravate the tL upon any 
obnoxious contributor, or extort by the terror of such 
aggravation, some present or perquisite to himself. The 
uncertainty of taxation encourages the insolence, and 
avours the coiTuption of an order of men who are natu- 

“s°lent nor 

uav i? in ol what each individual ought to 

1 y ‘; 111 tcixation, a niattGr of so ^reat importance tint *1 

ilom the experience of all nations, is not near so great an 
evil as a TCry small degree of uncertainty.’ 

tax ought to be levied at the time, or in 
the manner, in which it is m.ost likely to he convenient for 
the contributor to pay it. A tax upon the rent of land, or 
ot houses payable at the same time at which such rents 
are usually paid, is levied at a time when it is most likely 
to be convenient for the contributor to pay; or when he 
IS most likely to have wherewithal to pay. Taxes upon 
such consurnable goods as are articles of luxury, are all I 
hnally paid by the consumer, and generally in a manner 

by little' 

and little, as he has occasion to buy the goods. As he is at 

'^.7 O'" to buy as he pleases, it 
must be his own fault if he ever suffers any considerable 
inconvenience from such taxes.’ 

4th. Every tax ought to be so contributed as both to 
take out and keep out of the pockets of the people as little 
km. 
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as possible over and above wbat it brings into the public 
treasury of the State. A tax may either take, or keep out 
of the pockets of the people, a great deal more than it 
brings into the public treasury, in the four following ‘ways. 
1st. The levying of it may require a great number of 
officers, whose salaries may eat up the greater part of the 
produce of the tax, and whose perquisites may impose 
another additional tax upon the people. 2nd. It may 
divert a portion of the labour and capital of the com¬ 
munity from a more to a less productive employment. 
Srd. By the forfeitures and other penalties which those 
unfortunate individuals incur, who attempt unsuccessfully 
to evade the tax, it may frequently ruin them, and thereby 
put an end to the benefit which the community might 
have derived fr5m the employment of their capitals. An 
injudicious tax offers a great temptation to smuggling. 
4th. By subjecting the people to the frequent visits, and 
the odious examination of the tax-gatherers, it may expose 
them to much unnecessary trouble, vexation, and op¬ 
pression.’ ^ ■ 

In order to assist the reader’s recollection, these four 
rules or principles of taxation may be briefly described 
as follows:— 

1st. Taxation should possess equality. 

2nd. There should be no uncertainty with regard to the 
amount to be levied. 

Srd. The tax should be levied at the most convenient 
time, and in the most convenient manner. 

4th. The State ought to obtain as much as possible of 
the whole amount which is really levied from the tax-payer. 

The importance of the last three of these four rules, 
after the remarks which have been made upon them by 
Adam Smith, will be so generally admitted, that it is un¬ 
necessary farther to dwell upon them; they will receive 
additional illustration when various special taxes are dis¬ 
cussed. It is, however, necessary that the first of these 
four principles should be clearly stated; we will therefore^ 
endeavour to explain wdiat is really meant by equality of 
taxation, and we will also enquire as to the best mode of 
securing such equality. 

Equality of taxation is one of those expressions which, 
although in constant popular use, cannot, without difficulty, 
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be accurately defined. Some people seem to think it 
sufficient to state^ that ecjuality of taxation is secured 
•ffben every person in a community is taxed according to 
bis meansbut to tax a person according to his means, is 
an expression which does not convey a clearer conception 
than equality of taxation. At any rate, the pi-ecept that 
people should be taxed ^ according to their means, would 
give the statesman as little assistance in framing a just 
system of taxation as if he were told to obey the maxim, 
that equality of taxation must he secured. Insuperable 
difficulties a,t once suggest themselves, if any attempt is 
made to decide whether one person’s means are, or are not, 
equal to another’s. A and B, we- will suppose, are two 
landowners; each of them possessing a freehold estate 
worth lOOOi a year. A is a bachelor, and never intends 
to marry; B has ten children, besides a great number of 
other relations depending upon him. Unless the signifi¬ 
cation of words be severely strained, it could not be 
maintained that B’s means were equal to those of A; and 
yet no system of taxation which has ever been proposed, 
would exempt B from a tax which A was bound to pay,' 
simply on the ground that B had a large family, and A 
had no children. In fact, under every system of taxation 
which prevails in any country at the present time, B would 
pay a greater instead of a smaller amount in taxes than 
A; for B, having a larger establishment than A, would 
purchase a greater amount of the commodities which are 
taxed. If, for example, these two individuals lived in our 
own country, B, on account of his large family, would he 
sure to purchase more tea and sugar than A, and probably 
also more beer, wine, and spirits; B would also require a 
larger house than A, and a greater amount of local taxa¬ 
tion would consequently be levied, upon him. It therefore 
appears, with regard to those taxes which are levied upon 
commodities, that no attempt can be made so to adjust 
them that each individual shall be taxed in proportion to 
his means. Consequently, if taxing, an individual in pro¬ 
portion to his means is to be the test of equality of taxa¬ 
tion, inequality seems to be inseparably associated with 
the great majority of taxes that are imposed. 

But it may, perhaps, be said, that if taxes on commodi¬ 
ties exert upon diferent individuals such an unequal 
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amoimt of pressure as that which has bocu described, it 
tlien becomes all the more irnportaub tliat ccpiality of tax¬ 
ation should be restored bj a proper adjustment of an in¬ 
come-tax. The income-tax will be subsequently considered; 
it is here only necessary to state, that no plan of levying 
the income-tax which has over been proposed would have 
the slightest effect in causing the two individuals, A and B, 
above described, to bo taxed according to their means. 
Although many liave advocated the policy of levying a 
different rate of income-tax on various kinds of income, 
yet no one has ever even suggested that two incomes in 
every respect of the same kincl should be differently taxed, 
because the one income belonged to a baclielor, amf the 
other to a man with a large iVunily. It must, therefore, 
be evident that e(piality of ta-xation cannot mean the 
taxing of people according to tlieir means, because this is 
an end which it is useless even to attempt to attain. 

There is another test of ecjnality of taxation, winch has 
been regarded by numerous writers as perfoctly satisfactory. 
These writers affirm that tlie revenue of a government is 
employed in protecting the lives and property of its 
subjects; consequently the amount winch oacli individual 
contributes to the revenue ought to bo proportioned to 
the benefit wliicb. he derives from the protection of the 
Btatc. Btit if e(piality of taxation is to be secured in this 
iriamier, it would not only be necessaiy to tax the property 
which, is protected, but it woidd also be necessary to 
impose a poll-tax upon every member of the community. 
Tlio life of every individual is of some value to himself; 
therefore, in protecting person, a government confers the 
same benefit upon eacli member of tlie community. It 
would, however, be a manifest absurdity to propose such, a 
poll-tax, and therefore this scheme for securing equality 
of taxation, though it has an air of plausibility about it, is 
scarcely worthy of serious consideration. 

It does not appear at all certain that Adam Smith 
distinctly conceived a plan for deciding whether, in any 
particular case, equality of taxation is, or is not, secured. 
His language, when apparently clear, sometimes fails to 
convey a definite meaning. His words are these: 'The 
subjects of every State ought to contribute to the support 
of the government as nearly as possible in proportion to 
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their respective abilities; that is, in proportion to the 
revenue which they respectively enjoy under the protec¬ 
tion of the State.’ Upon this fundamental principle it is 
repeatedly said that every system of taxation ought to he 
based. Notwithstanding the deference due to such a high 
authority, we believe it will be found that, if the language 
employed by Adam Smith is closely analysed, his first 
principle of taxation is not only expressed in words which 
are obscure, but that it is almost useless for any purposes 
of practical application. It will be observed that Adam 
Smith, in the first place, affirms that the subjects of a State 
-ought to contribute to the support of the government in 
proportion to their respective abilities; then he professes 
to make this statement of his principle more clear by 
enunciating it in different terms; for he explains that 
' contributing to a government in proportion to a person s 
abilities,’ is the same thing as ' contributing in proportion 
to the revenue which he enjoys under the protection of the 
State.’ These two statements of the principle, if they 
have any precise signification, do not mean the same, but 
entirely different things. 

Adam Smith apparently intends by the first statement 
of his principle, to give an implied assent to the opinion, 
that equality of taxation cannot be secured, if simply the 
income, or property of each individual is considered, with¬ 
out taking any notice of various other circumstances which 
may cause any particular tax to be really much more 
burdensome to one individual than to another, although 
they may possess equal incomes. Hence this question is 
at once suggested. What does Adam Smith wish to signify 
by the expression 'ability to pay’? Should 'ability to pay’ 
be estimated by the amount of wealth which a man may 
possess ? If so, a man whose income is only 50^ a year 
ought to pay just half as much in taxation as a man whose 
income is lOOZ. a year. Without expressing an opinion as 
to the justice of such an arrangement, it is necessary to 
point out that different significations are sometimes at¬ 
tached to the expression' ability to pay;’ and Adam Smith 
does not definitely tell us which signification ought to be 
accepted. Some people have urged that, if an income of 
50Z. a year is only just sufficient to provide the possessor 
of it with the bare necessaries of life, then he who has such 
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an income cannot be said to have any ^ability to pay’ a 
portion of it in taxation. Adam Smith probably did not 
make any allowance for such considerations as these; it 
may therefore be assumed that, in bis opinion, a system of 
taxation would be perfectly equitable, if it could be so ar¬ 
ranged that an individual whose income was 100?. a year, 
should contribute just twice as much to the revenue of the 
State as an individual whose income was only 501. a year. 
This in all probability was his opinion, because he endea- 
vouis moie fully to elucidate his principle by affirming 
that each individual ought to contribute in proportion to 
^e amount of revenue which the State protects for him. 
But even admitting that this is the meaning of Adam 
Smiths principle, it may be asked, Does it provide any 
measure or standard of equality of taxation by means of 
which the justice of any particular tax might be ascertained? 
Bet us test the practical utility of this principle, by apply¬ 
ing it to our own fiscal system. 

It has been previously affirmed that equality of taxation 
passes out of the legislator’s control, if it is necessary to 
raise a revenue ^ by taxing commodities. The amount 
which each individual contributes to a tax on commodities 
must be entirely regulated by the consumption of this 
commodity, and can, in no way, be apportioned to the 
ability of each individual to pay the tax. The inequality 
which, according to Adam Smith’s definition, is thus intro¬ 
duced, cannot be remedied by an adjustment of that portion 
of the revenue which is raised by direct taxation. It 
rnay be a debateable question, whether an income de- 
some temporary source, such as a profession, 
should be taxed at the same rate as an income which is 
derived from freehold land^ but no one has ever thought 
of proposing', that two incomes of the same kind and the 
same amount should be differently rated, because other 
taxes may levy from the possessors of these two incomes 
amounts which are not proportioned to their respective 
abilities to contribute to the revenue of the State. 

^ These remarks have been made with the view of show- 
ing^ that Adam Smith s first rule is of no practical use, 
if it is applied to test the justice or injustice of any 
one j^ticular tax; in fact, it is very important to es- 
tabhsh this point, because many errors with regard to 
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Mn! . r r r"' ‘•''Adam 

b. i Ui. hxiuiip os of KHc^li (imn-M aro frequoxdly mot 
wjtli m iho vanouH ,.n>|,oHa,ls .vldoh nro i4do for tho 

adjusimoiii, of tlio nioom(i-l,M,x. 'rims it is often uffirnuHl 
l.liat !H) inoonui wlmdi is derivtMl fVoin a tinnnorary source' 
oii^hi' not to Is. taxed at tlm .sa,ino mJe, as an iiUM.uu'; 
arisinj-- Ironi a iK'riu.anent source', it is areiu'd that the 
owner of a, ieiui.oraay income ha,s not tlm' sanux aixilii.v 
Iq |>a..y tluMax a.s fhi'. jxossessor of a |i(!nna,nent income 
.smc('. Ilu! lorim'i- has to s<'t aside a la,rjj;i>r noition of liis 
income to provide- aoaiust fiitiim confinoetiem'S tiuui tliu 
latter. 'Sneli an qirgaum'iit involvi's a I'allany; it wmdd 

no doiilit ho pi'iieclly fair to a|)ply .Ada.m Mmith’s first 

ruin to one part.cula.r tax. such as the income-tax. if 
It cmdi a.lso he a.))plied to every otiier ta,x which is 
imposed, (t iias, Imwever, hi-en shown that such a 
I’eneral apphca.tiou of this rule Is impossihle; it does not 
therefore lol|o\v iliat iim iiieipiailty wliiidi is new'ssa.rily 
associated \yilii .some, faxes, would he’ in any way dimini,sheil 
by ai.temptiiii^ so to arra.iioi, one pnrtieuiar ta.x, that each 
individual should eoutrihute to it in, proportion to his 
ahihty to pa,y i|.. 

In order l.o ilhisl.rato this remark, let ithe a,SHnmed that 
tlm whoh' revemit' of the Sta.te. is ohta,ined hy a 20 per 

.. nnd hya hioh duty on sonumuiiele'of 

fteneral eonsmnption, sm-li as ti'a. J.ct it also he farthor 
Ihnl ilirn^ a.n^. two iiidividua, Ik, ..A, and ,B, whuKo 
UH!()nn*H an^. rcKpouliivc'ly 500/, and lOOO/, a year. If A 
and li l)a.v(' ilu‘ sa-nn^ ininduu' of ehihhvn, they will pro- 
haJ>Iy purdiaae la^'irly l.lu^ wutu^ <|na,id,iiy of' t(^ai, and 
ilHUvIoiv, tluy will <u)id.i‘ihu((^, aeS la,r a.H the teai-duty is 
<u>ntu‘ni<.Hh iHsuIy tlu^ Haaiu^ aanouni to iJio nweniu' al- 
thoun;h the aJaility of oiu^. to pay the duty is twice hh 
^ u’(uit a.H that o( tln^ otluu*. Thin incspiaJity of taxation 
would nm,nife.Htly nnnnm untouclHul, if tlu^ inconuvtax 
W(jr(^ UmiHi in ntrid, aiuiordanci^ with Adntn Sinith h firnt 
rule, and ir(>a.(^h of th(\se two individuals m\n) oonHiunicntly 
niade i,o (‘oni-rihul.e. to tlu^. i,r.uu)nuvtaK iu proportion to his 
fd>dity to pa,y, ^ hi order to .nunove tho ino<piality wliioli 
ns <5oninuI,(*() with tins Usi-duty, it would Ixi necossary to 
make noma kind of (xunp(uusati(.)n to the poHsessor of the 
smaller income, aiul ilierelore a mnallor rate of iucomc- 
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*ch^i 7‘ levied from the possessor of the income of 

'—V- oOOi. a year, because he contributes a larger proportion of 

his income to the tea-duty, than is contributed by tho 
owner of the income of lOOOZ. We readily admit that such 
an attempt to adjust the burden of taxation could never 
produce perfect equality; but it is only by adopting such 
a course, that even an approximation towards equahty of 
taxation can be attainei It therefore appears that, al¬ 
though Adam Smith’s first rule of taxation ought'not 
under any existing revenue system, to be applied to anv 
special tax, yet the principle is no douht true, when ex- 
True state- Pressed in the following manner:—The aggregate amount 
merit of the which each individual pays in taxes, ought to be in nm 
principle, portion to his ability to contribute to the revenue of 
the State. 

^quality In the remarks which we shall now proceed to make upon 

tafTav- "s ?P®cial taxes, it will be shown that the equality 
jpToximate- ^ taiXcltioD. which this principle is intended to define 
ly obtained. Can never be perfectly secured. It may, however, be ap¬ 
proximately obtained by giving to one class, wdtli reo-ard 
to some taxes, certain advantages which will, in a r(mcrli 
way, provide a compensation for disadvantages which the 
same class may suffer from inequalities of taxation, per¬ 
haps inseparably associated with other portions of the 
national revenue. 
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I T is adviaaLlo to devotts o, sop;irato chapter to the 
con.sidGration of tlie iiic.()nio-(,a.\-. Tliero still cxisis 
much difference of opinion anion,(r.sfc political economists 
•with regard to various ipiestions connected with the levy 
ipg and incidtmce of this tax. One of the cliicf points of 
dispute is this : Ouglit incomes ariHin,g from a temporary 
source to be ta.xed at the same rate as incomes which may 
be regarded as permanent? 'J'hero i.s no doubt tliat the 
greater number of people wlio liayo written on this sub' 
ject expres.s a very docidial opinion, that the barrister 
wlio IS deriving lOOO/,. a year from liis profession omdit 
not to pay so high a rate of income-tax a.s the landowner 
•who receives lOOOZ. a year Irom Ifeehold land. The ar<ni- 
ments which arc urged in support of tl)i.s opinion niay 
be divided into two classes; tlit^ lirst of tlmse classes is 
based upon arithmetical rea,sons, whereas the other set 
of argumente appeal to the genera,! iirincijilos of taxation' 
Het us, theretoro, first consider the arguments which arc 
supposed to be supplied from arithmetieal considerations. 

IS urged that the income ol a, prole.s,siona,l man oiudit 
to be regarded a,s an annuity for a'certain term of yeans 
it IS therefore maintained tliat a man who derives lOOo'z" 
a year from some permanent source of income ought to 
pay a higlier rate of income-tax tluin a man who only 
enjoys an annuity of iOOOZ. •|br a certain number of years 
which, for piirpose.s of illustration, we will suppose to be 
wen y. It will be expedient in tlio first plaee to discuss 
this question as one of pure arithmetic, and then consider 
the plea that is urged ni favour of an annuitant, on the 
ground that he is not so well able to pay the income-ta.x I 
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which is now levied upon him as the possessor of a perma- 
'—nent income. 

Arith^ The arithmetical argument will be most clearly eluci- 

arl wm example. Let it be assumed that the current 

argumen . interest is three per cent., and that two brothers A 

and B, each inherit from their father 10,000Z. A invests 
his money in the funds, and the rate of interest is three 
percent.; he will, therefore, obtain a permanent income of 
300Z. a year. B invests his 10,000Z. in purchasing an an¬ 
nuity of 600Z., continued during his lifetime. Let it be 
further assumed that the income-tax is a shilling in the 
pound. According to the present mode of levying^the tax 
A would pay 151, a year and B would pay 301. a year; and 
the question arises, Is this equitable, considering that A 
If t/ie and B both possess the same amount of property? In 
answer this question, let it be in the first instance 
lia^en'Cno Supposed that the income-tax is^ a uniform permanent 
iiijitry charge, and that the government is willing to redeem the 
7nmef hypothesis quite evident, that an an- 

hy taxing riuity of 600^. a year for B. s lifetime, is exactly equal in 
temporally Value to an annuity of 300Z. a year continued for ever 

o{ interest to be three per cent.; for 
irZZes at these annuities can be obtained by the investment 

the same of 10,000?. But if the income-tax were permanently fixed 
at the uniform rate of five per cent., A.^s 10,000?. would have 
to pay an income-tax of 15?. a year for ever, because he is 
supposed to invest it in the form of a permanent annuity. 
B’s 10,000?., however, would only have to pay 30?. a year 
during his lifetime, because his annuity of 600?. a year 
will cease at his death. If A and B wished to redeem the 
income-tax on the 10,000?. which they respectively possess, 

, they would each have to pay exactly the same sum to the 

government; for the present value of an annuity of 30?. 
a year to be continued during B.’s lifetime must be equi¬ 
valent in value to a permanent annuity of 15?. a year, 
because it has been assumed that the present value of 
these annuities is equal. If, therefore, the income-tax 
were permanent and uniform, it appears on mere arith¬ 
metical grounds that a temporary income such as an 
annuity for a limited term of years ought to be taxed at 
the same rate as a permanent income. If it is supposed 
in the above example, that permanent incomes are taxed 
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at the Kiiiru\ rate aH temporary incomes, then A and B 
would liavo to pay the same am'oimt to rocleem the income- 
tax upon the 1(),()()0^. wliich they inlieritcd from their 
father. Such an arrangetnent would ho just and equitable, 
since there can be no valid reason why B, because he de¬ 
cides on invo.sting i.ho money in a temporary annuity, 
should pay a l(w.s .-nnount to redeem tlio tax than A., 
wlio invests Ibi! money in a pennanent income. But an 
undoubted injustice would be inflicted on A if temporary 
incomes were taxed nt a lower rate than permanent incomes. 

Lot it, for instance, be assumed that a permanent in¬ 
come pays a tax of five per cent., whereas a life-annuity 
annually pays two-and-a-lialf per cent. According to this 
assumption, B would only have to pay half as much iM A 
in order to rodotun tlio income-tax on l(),()0()h Why, 
again, it imiy bo aslual, should not the amounts wliicb A 
and B liav(i both to pay bi! the same, when it is remem¬ 
bered that A a.nd B botli originally po.ssesscd 10,000/., and 
at their own [iaas will clmse (liflbront kinds of iiivostment? 
Wo, therolore, think tlu) above example, simple as it may 
apix-uir, afford.s a conclusive aritlunotical argument that, if 
the iuconui-lax were permiiuent and uniform, temporary 
incomes oughl, to be t,ax(Ml at the same rate as pormanciit 
income,s. '.riie (unclusion, however, which has'just been 
estahlisbed is baw'd upon a particular hypotlicsas; audit 
remains to be tUH|uir(al wludhur tlu^ same conclusion bolds 
true, when an income-tax is neither pormanoiit nor uni¬ 
form. 

Whonover tlio income-tax has been imposed in our own 
country,_ statesmen have always mo.st ox|dicitly affirmed 
tliat it is only resorted to as a temporary expedient. In 
order to give a tochuical form to tiu'se assertions couoern- 
ing the touqioi-ary cliaractor of llio income-tax, the con¬ 
tinuance of this tax from year to ytjar is based upon a 
.special Act of Barliament. The people a,re, moreover, re¬ 
peatedly assured by successive (Jhauocllors of the Exchequer, 
that tho income-tax shall ho reduced immediately the 
finances of the country will permit sucli a reduction. It 
is, therefore, evident that tlio inoomo-tax is neither per¬ 
manent nor uniform; for no other tax in our whole fiscal 
system is so temporary in its character, or so varying in its 
rate. Whon this is borne in mind, it may seem that the 
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views above expressed cannot be maintained, and that 
temporary and permanent incomes ought no longer to be 
taxed at the same rate. 

In order to settle this point, let us revert to our previous 
example, and suppose that an income-tax of five per cent. 
IS imposed for five years, and that A and B are two indi¬ 
viduals who inherit 10,COOL each from their father. Let 
it also he further assumed that A invests his money in the 
funds and obtains an income of 300L a year, and that B 
purchases with his 10,000?. a life-annuity of GOO?. If^ 
therefore, permanent and temporary incomes are taxed at 
the same rate, A will pay five times 15?. or 75?. during the 
five years that the income-tax is supposed to be continued, 
whereas B will pay 150?. in income-tax. Now it may be 
urged that this cannot be just; for why should B pay 
twice as much in income-tax as A, since they both origin¬ 
ally have the same amount of property which they chose 
to invest in a different manner? Hence it appears to us 
quite indisputable, that temporary incomes ought to he 
taxed at a lower rate than permanent incomes, if the 
income-tax can be really considered to be imposed for only 
a limited period, which we have here assumed to be five 
years. Experience, however, incontestably proves that the 
time during which the income-tax will be continued can 
never be predicted even with approximate accuracy. Tliis 
uncertainty, consequently, renders it impossible to frame 
any equitable method of adjustment based upon the hypo¬ 
thesis that the tax will not he continued for a longer 
period than that which is originally proposed. For let us 
see what would have been the result if such a method 
of adjustment had been adopted in our own country. 

In the year 1854 the Chancellor of the Exchequer con- 
ndently affirmed, that the income-tax would be gradually 
^duced, and would be entirely abolished in the year I860. 
Here, then, a case is presented, exactly similar to that 
just described; for, reverting to our original example, it 
may be assumed that the two brothers A and B come into 
possesion of 10,000?. each in the year 1854. A invests his 
funds, and obtains a permanent income of 
dOO?. a year, whereas B purchases with his 10,000?. a life 
annuity of 600?. It is therefore manifest that, if tem¬ 
porary incomes are taxed at the same rate as permanent 
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-oiixGs, 33 will Cticli ycixr CDiitributc twico £is xqucIi to tliG 
jomo-tax as A. _ Now if the income-tax is only a tom- 
laiy impost Avliicli is certain to be repealed in tlie course 
six years, B iniglit very fairly urge tliat, since bis income 
derived Irom the same amount of projicrty as liis 
others, they ought to contribute the same aiuount to 
o irieome-tax. 13 inight also Ihrther urge that, if ho 
d his brother both wislied to redeem the incunne-tax 
)on theii 10,()()()/., they ouglit to pay the same amount 
this redemption; 13 would however be compelled to 
y twice as much as A, in order to redeem tlic tax, if 
mporary inoomes were taxed at the same rate as per- 
111 ent incomes. ^ 

Those who believed that tlio income-tax would inevi- 
l)ly expire in the year IHliO, would have found it difBcult 
answoi the argument jiust supposed to ho advanced by 
3>ut if such a claim in favour of toinporary incomes 
j(l been iX(lHutt(3(l, W(»uld luivG boon tlu) 'i 

1C year 18(i() conies; tlie income-tax is neither repcsdiHi 
reduced, btit is, on tlie coiitniry, grofitdy iiKU’erised. 
0 tliercfore maintain, that an e(|uitabIo adjustment 
)uld iioi been secured, bufc, ou the contrary, a groat 
justice would have boon done to the jiossessors of per- 
wient inconu'S. if, in the year IHo.f, om- statesmen, acting 
the siipposhiou that the inconui-ta,.x would only bo 
iitimu^d lor si.x y(^a.rs, had capitalized all tmnporary in- 
mes, and theii so a,rranged tlie income-tax, that tlie 
me amount of ])roper(y, tliougb diftbreutly invi'sled, 
ouhl contiibute tlie saiine ainomit to the iuc-oiue-tax. 
lothor exam})h) inay be adduced, in order more olea.riy 
illustrate tbe injnslhui wliicli such a method of adjust- 
mt would have emtailed. 

djot it bcpissmned tJiat one of tho brotiuu's, .B, invests 
■J lO.OOOd. in the purchase of an annuity of 20()()/., to bo 
ntinued for six y'^ears. .llie otlier brother A. slJll invests 
iJO,(K)(U. in the funds, and obtains a permanent income 
.‘300/. a year. ^Lot it also be assumed, that in IS-lt the 
eome-tax was five 'per cent., and that it was to remain at 
IS amount until the tax- was entirely repealed in 18()0. 

permauent incomes were taxed at the same rate as 
mporary incomes, then A during those six years would 
ly contribute 90/, to tlic iucoino-tax^ wbcreais B, who 
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has purchased aa annuity of 2000i, would contiibutT^ 
There can be no doubt but that such a result would be 
extremely unfair, if the income-tax were certain to be re¬ 
pealed at the end of the period originally fixed. It has 
been before remarked, that A and B, each, inheritina 
10,000^., the tax ought not to take more from one than 
from the other; it would therefore seem, that B as well as 
A ought to contribute only loi. a year, and consequently 
B’s mcoine would only be taxed at the rate of I per cent. 
The equity of such a method of adjustment entirely de¬ 
pends on the income-tax being repealed at a fixed definite 
period. Experience however proves, that the time for the 
repeal of this tax can never be anticipated with certainty 
for, when the year 1860 arrived, the repeal of the income- 
seemed indefinitely remote; according therefore to 
the method of adjustment which has been just described 
Bs 10,000Z. invested in an annuity would in the aggregate 
only contribute 90?. to the income-tax; whereas A “has 
already contributed the same amount, and will still hare 
[ to pay income-tax upon his 300?. a year, during the whole 
time that the tax may happen to be continued. We 
therefore think, that the most simple and the most iust 
plan is to considor the income-tax, and every other tax 
as permanent. The extreme uncertainty which exists 
with regard to the charges which may be made upon the 
revenue of a country, renders it impossible for any one to 
foresee y^en a particular impost may be reduced or re¬ 
pealed. But if the income-tax is regarded as a permanent 
charge, the whole_weight of the arithmetical argument is 
opposed to the opinion, that there should be any difference 
m the rates imposed upon temporary and permanent in¬ 
comes. Besides the arithmetical arguments which support 
such a conclusion, other subsidiary reasons may be advanced 
in favour of a uniform rating. 

_ In the first place it may be remarked, that a uniform 
income-tax can be collected with great facility, and at com- 
paiatiyely little expense; there would, however, be endless 
complications and confusion, if a method of adjustment 
was attem^ed, based on the plan of capitalising temporaiv 
incoines. For instance, a different amount of income-tax 
would have to be levied each successive year from indi¬ 
viduals who possessed annuities for a limited period, since 
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the capitalised value of a temporary annuity diminishes 
each successive year. Again, a great variety of compli¬ 
cated and uncertain rules must be laid down, for the pur¬ 
pose of estimating the capitalised value of incomes derived 
from speculative investments, such as mining. The diffi¬ 
culty of estimating the capitalised value of incomes arisino* 
from trades and professions would involve still more com* 
plicated calculations. Thus the barrister of forty, who has 
a professional income of 1000?. a year, ought to be taxed 
at a higher rate than the barrister of sixty, who has the 
same professional income. The income of the one is likely 
to continue very much longer than the income of the 
other, and therefore the capitalised value of the former 
income is very rnuch greater than that of the latter. Nu¬ 
merous other difficulties may be readily suggested; the 
income of the barrmter is wholly lost to his family at his 
death, but the income which a solicitor obtains from his 
business rnay be partly enjoyed by his family after his 
decease, since the good-will of his practice may be sold, 
or some person may be taken into the business as a part¬ 
ner, who will pay the farnily a certain annual sum. The 
capitalised value of a solicitor’s professional income must 
he thm-efore greater than the capitalised value of a barris¬ 
ter’s income of the same amount. Hfence, it would appear 
that incomes derived from one branch of the law ought to 
he taxed at a higher rate than incomes derived from other 
branches of the profession. The settlement of such intri¬ 
cate questions as these would give to the income-tax some 
of the worst qualities that belong to a tax; for it would be 
uncertain in its amount, and it would be so difficult to 
adjust in the various special cases which may arise, that 
a whole army of income-tax collectors and commissioners 
would have to be employed; consequently the expense and 
inconvenience of collecting the tax would be enormous. 
These considerations strengthen our conviction, that the 
income-tax ought to be levied at a uniform rate, and we 
entertain this opinion with all the more confidence, be¬ 
cause the arithmetical arguments that can be adduced 
certainly do not oppose, but rather favour, the present 
method of levying the tax. 

The principle of a uniform income-tax is however op¬ 
posed, for reasons which are quite independent of any 
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arithmetical calculations. These reasons, which we now 
proceed to consider, are, in fact, based upon the first 
maxim of Adam Smith, which is popularly thought to de¬ 
fine equality of taxation. The persons who oppose a uni¬ 
form income-tax maintain that, whether a temporary and 
uncertain income ought to be taxed at the same rate as a 
permanent and certain income, is a question which must 
be settled independently of arithmetical considerations. 
For instance, it is frequently affirmed, that an income de¬ 
rived from a trade or profession ought to he taxed at a 
much lower rate than an income obtained from some such 
permanent and certain source as the funds, or landed pro¬ 
perty. _ When it is asked_ why this distinction should be 
made, it is considered quite sufficient to reply, that the 
tradesman or professional man who obtains an income of 
lOOOf. a, year cannot so wmll afford to pay the income-tax 
as the individual who receives an income of the same 
amount from the funds, or from landed property. This is 
undoubtedly true, since the income of the tradesman or 
professional man is uncertain, and may be altogether lost 
in the event of his death; whereas the possessor of a per¬ 
manent income can at his death leave it intact, to be dis¬ 
tributed amongst his family. It is, therefore, indisputable, 
that the income-tax ought not to he levied at a uniform 
rate, if the principle is admitted that each single tax 
should be so adjusted that every individual should con¬ 
tribute to it in proportion to his means, or, in other words 
in proportion to his ability to pay the tax. 

It has been stated in the preceding chapter, that this 
principle is in the abstract perfectly true, and it would no 
doubt secure equality of taxation, if it could he practi- 
^ily applied to adjust all the taxes that are imposed 
ffut the impossibility of this has already been shown 
JNo method of adjustment will cause individuals to con¬ 
tribute to taxes on commodities in proportion to their 
means; the amount which is levied from each individual 
by these taxes, depends upon the quantity of a com- 
modity which he consumes. Hence it has been con- 
cluded that equality of taxation is not necessarily pro- 
naoted by adjusting some particular tax iu such a way 
that each individual would contribute to it in exact pro¬ 
portion to his means. For instance, if the income-tax 
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wci-e adjusted in strict acco,v(l;«ico with this rule everv 
lahourmg nuui in tlio (country ouj-ht undoubtedly to con- 
tribute lus quota to tlie tax; and yet the iutroductiou 
ol sucli a chauj,m mto our ]u-escut fiscal system woulii 
certainly not pronu.te (>qualiiy of taxation, lie labourin-' 
clas.ses are most justly relieved from the iucome-ta,x" 
because, lu iJio iirst it woiild bo difficult to cuilloct 

it iiom aud lu tlu^ stuioud place, tlioy contribute 

to suck ;i ta.x as tko duty on tea a Tmuih, ^i^‘ro;itor amovud, 
in ])ro|)ortiou to tlu'ir means, than is (nutributed by the 
woalthuT classes of the^ eommuuity. The rotnission erf* tkn 
inc<)me-ta.x up()u suck iincomes as a-rci ordinarily iKissessed 
by labourin,uuui, affords some compciusatiou for tko 
inequality ol tuxsition whioh is necessairily jussociated with 
such ail nnpost as tlui duty (>n Lea, Incu[uabty of taxatnni 
may be tluTt'loro ratluu' increased than iirovcuited by 
applyiTio- to a,ny pa,r(iieular tax such a rule as tkat above 
relnrnul to It<iualiiy ol lia,xati()ii can be best secured 
not by botcimio- and patcliiug* (uu;li sin^ie tax, but by 
coutemphUmg tlu^, ri^vcnue as a ^vliole. .If it is found timt 
any tax pinsses mie(iua.lly on any pairiiinilar claxs, it is 
almost mvariaibly betUu’ not In attempt to axljust tho tiix 
by any compile,aibul aj'ranmnuu'uts ; the iiUHniaiity of tax¬ 
ation skoidd^ hi) nmu'dieil by ])lae.in^^ tlu^ particuilar ckiss 
'vvlioiu it pnyuduna.lly affiHrfs, in a. nbdiveJy a,(lva.iita,<u'ous 
position witk rega.rd to some otlicr tax, ‘Thus tlurtin*- 
<kityj)ress(‘s very unfairly iqmn tlie workin,<,^ classics; but 
it IS 111 ovoty nwpect more (k'sirabk^ to counxnisabj them 
for tins uuxjuality <rf taxation, by a rcanission of tli(» 
picom(‘.-tax, tha.u to alford tluau <a>mp(‘nsati()nl)yatte.nipt- 
fea-duly so e<putat)h^ in iisi'll’, that every 
individual sliould (xaiiribuie to it in iiroportion to )us 
means. Various proposals for mn.kin|L»* the tiia-duty a 
inoie (spiitable tax have b(M,‘n, and may bo, su^^^estod' 
for ius(.a,u(^e, one soure.e of iiuuniality would Ixi removiul,^ 

[.I tlio U^a-duty could be nauh ad valonwL ''idle duty wliich* 
iH now pa.id upon tlio tea consumed by ike poor man is at 
least tkree tim(‘s as great, in iiroportion to the value of 
tko tea, as tk<‘, duty wkick is pa.id upon siqxirior tea-. 

U Jias, kowuver, been found almost imjiracticablo to levy 
'M valorc/n duties upon suck a commodity as tea; iti 
^vas soon proved tkat tkese ad vahrmi duties entailed 
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a series of complicated arrangements, -wliich materially 
interfered with the trade, and, consequently, the tax when 
made ad valorem, though apparently more just, was 
reaUy more disadvantageous in its aggregate results than 
it was before. Let us therefore enquire whether similar 
obstacles would not oppose all the schemes which are 
often favourably received, for rendering the income-tax 
more equitable. 

Almost insuperable obstacles at once suggest themselves, 
if an attempt is made to levy the income-tax in such a 
way that each individual should contribute to it in pro¬ 
portion to his means. ' It may be at once asked, How is it 
possible to supply any test or measure of the amount 
which a man can afford to pay towards a tax ? Certainly 
such a test or measure is not provided by the nature of 
the source from which an income may be derived; for the 
income of almost every individual is obtained from a great 
variety of different sources; therefore some portion of his 
income may be permanent, and another part of it may 
be temporary. Consequently it is impossible to judge of 
an individuaFs means, by considering only one part of his 
aggregate income. Thus A may possess 2000/. a year in 
landed property, and may, in addition to this, derive lOOOZ. 
a year from his profession. Another individual, B, may 
possess only 500/. a year in landed property, but has’ a 
permanent income of 1000/. a year from the funds. On 
what grounds do those who oppose a uniform income-tax 
affirm that the 1000/. a year which B obtains from the 
funds, should be taxed at a higher rate than the 1000/. a 
year which A is supposed to realise from his profession ? 
B is a much poorer man than A, and it therefore cannot 
be maintained that B, with regard to a portion of his in¬ 
come, should be taxed at a higher rate than A, because 
the former can better afford to contribute to the tax than 
the latter. In addition to the difficulty which has been 
just suggested, it would be necessary to fix the rate at 
which each kind of income should be taxed by arbitrary 
rules, which, should be subjected to constant discussion and 
revision. With regard to professional incomes, it has 
already been said, that the solicitor whose practice is 
worth 1000/. a year is a far richer man than a barrister 
whose practice is of the same value; since a solicitor can 
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either sell tlio good-will of his bxjsmess, or leave it to his 
children, whereas the practice of a barrister can neither be 
sold nor handed over to another. If, tlicreforo a per 
manent sonreo of income is taxed at the rate of’fiVo i>er 
cent., what principles can bo found whicli will tell us the 
amount of incoine-tax whicli ought to be levied from the 
incomes of solicitous and barristers respectively? Tlieso 
and various other considerations whicli might be adduccil’ 
lead to tlic conclusion, that the present method of levyiim 
the incomo-tax_ cannot with advantage bo material]v 
changed J. lo niconic-tax, as it is now levied, avoids 
those dirncnltics and complications just referred to It 
must also bo roraemberod that, if tlie arrangements'con¬ 
nected with any tax involve any intricate details, tlio col¬ 
lection of tlio tax must bo expensive. If, moreover 
an attempt should be made to ociualise this tax by any 
complicatotl process of ailjustmont, many practical diffi¬ 
culties would be sure to arise, which wou'id probably lead 
to disputes and costly litigation; and thus oven those will 
become more discontented, who arc specially intciidod to 
1)0 iKinofitea by the adjuKtineut of tho tax. 

]|,aviug dwelt at considiirablc leiigtli tipoii the best 
mode ot levying the income-tax, will next proceed to 
roinnirlc upon that w]u(^l), in tcvibnically ca.llod tlio ineidouoo 
ox tlio Ah tluH oxprcHHion has not been previoitsly 

cm])loyed, it will be n(',ceHHary to dedino it. It is quite evi'- 
<lent tliuit a tuix is fre(incntly not rc'ally paid by tlic person 
iiqin whom, it is levied; for instance, tho inalWlnty is no- 
nunally paid by mabisters, altbougli it is imlly paid by the 
coiiHumerH of niaJt, Kinco the price oC ma,lt is increased hy 
the exact amount ot the duty wliicli Is imposed. Hiini- 
iarly, all taiXes on commodities are rcaJly ])a,i(l by the con- 
sum or, alt bough tlio government genendly levias the ta,x 
irom either the producer or the iinporler of a commodilw. 
Ibuice, it is said that the incidence of these taxes falls on 
tho consumer, and tlicrelore the incideuee of a tax may be 
i^onsidenul to denote the real, in disiiinction from tho 
nominal, payment ot tho tax. As a.notli.tu: example it may 
be mentioned, that the ineidenco of tlui poor-rates wliicix 
u-m levied upon tho land, falls upon the Jaud-ownor; for, 
aJthough such rates arc genonilly paid by the farmexy yet 
tho rent of tho laud would bo so much greater if there^ 
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were no such, rates. The incidence of those taxes just 
mentioned, is very easy to trace; hut with regard to the 
incidence of some other taxes, such as the inconae-tax. 
many questions of perplexity and importance are sx:io-l 
gested. Some of these questions we will now proceed to 
consider. 

It may perhaps he remembered, that when ^xpoundincr 
some of the fundamental propositions concerning capitaf, 
the income-tax was occasionally referred to, in order to 
show the different results v/hich ensue, according as the 
tax is paid out of capital, or is saved from increased 
economy. In the first case, the incidence of the tax partly 
falls on the labouring classes, whereas, in the second case, 
the incidence of the tax does not fall on any one but those 
who pay it. That this must he so is evident, from the 
following considerations. It has been frequently remarked, 
that the capital which supports the industry of a conntry 
is composed of two portions, which are respectively termed, 
circulating and fixed capital. The circulating capital of 
a country is its wage-fund. If, therefore, this fund is 
diminished, there will be a smaller amount to distribute 
amongst the labouring classes, and less average wages will 
be received. The fixed capital of a country consists of 
machinery, stock, implements, and, in fact, of every kind 
of wealth which exists in some permanent form, and which 
is intended to give assistance to the future production of 
wealth. If, therefore, any tax should diminish the fixed 
capital of the country, and should thus cause less machinery 
to be used, or fewer useful public works to he carried out, 
the industry of the country. would be interfered with, 
and the progress of the nation's wealth would be obstructed. 
If the income-tax wxre partly paid out of capital in a 
country which accumulates wealth rapidly, it is almost 
certain that the amount would he withdrawn, not from 
fixed, but from circulating capital. As far as the labourers 
are concerned, it in the first instance makes little diJSEer- 
ence whether the income-tax is paid out of circulating or 
fixed capital; because such fixed capital as machinery and 
railways can only be constructed by labour, and, there¬ 
fore, if a smaller sum is spent upon such works; a smaller 
sum will be distributed in wages. It therefore appears, 
that the aggregate wages which are paid must be 
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either sell the good--will of his business, or leave it to his 
children, whereas the practice of a barrister can neither be 
sold nor handed over to another. It; therefore, a per¬ 
manent source of income is taxed at the rate of fivo^per 
cent., what principles can be found which will tell us the 
amount of income-tax which ought to be levied from the 
incomes of solicitors and barristers respectively ? These, 
and various other considerations which might be adduced’ 
lead to the conclusion, that the present method of levying 
the income-tax cannot with advantage bo materially 
changed. The income-tax, as it is now levied, avoids 
those difficulties and complications just referred to. It 
must also be remembered that, if tlio arrangements con¬ 
nected with any tax involve any intricate details, the col¬ 
lection of the tax must be expensive. If, moreover, 
an attempt should be made to equalise this tax by any 
complicated process of adjustment, many practical diffi'- 
culties would be sure to arise, which would probably lead 
to disputes and costly litigation; and thus even those will 
become more discontented, who are specially intended to 
be benefited by the adjustment of the tax. 

Having dwelt at considerable length upon the best 
mode of levying the income-tax, we will next proceed to 
I'cmark upon that which is technically called the incidence 
of the tax. As this expression has not been previously 
employed, it will be necessary to define it. It is quite evi- 
(lent that a tax is frequently not really paid by the person 
from whom it is levied; for instance, the malt-duty is no¬ 
minally paid by maltsters, although it i.s really paid by the 
consumers of malt, since the price of malt is increased by 
the exact amount of the duty which is imposed. Simi- 
lai-ly, all taxes on commodities are really paid by the con- 
sumer,_ although the government generally levies the tax 
from either the producer or the importer of a commodity. 
Hence, it is said that the incidence of the.sG taxes falls on 
the consumer, and therefore the incidence of a tax may be 
considered to denote the real, in distinction from the 
nominal, _payment of the tax. As another example it may 
bo mentioned, that the incidence of the poor-rates which 
are levied upon the land, falls upon the land-owner; for, 
although such rates are generally paid by the farmer, yet 
the rent of the land would be so much greater if there^ 
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■were no such rates. The incidence of tliosc taxes just 
mentioned, is very easy to trace ; but •witii regard to tlic 
incidence of some other taxes, such ■ as the income-tax, 
many questions of perplexity and importance are sug¬ 
gested. Some of these questions we will now proceed to 
consider. 

It may perhaps be remembered, that when expounding 
some of the fundamental propositions coucoruiiig capital, 
the income-tax was occasionally referred to, in oi-der to 
show the different results which ensue, according as the 
tax is paid out of capital, or is saved from increased 
economy. In the first case, the incidence of the tax partly 
falls on the labouring classes, whereas, in the second case, 
the incidence of the tax does not fall on any one but tliose 
who pay it. That this must bo so is evident, from the 
following considerations. It lias been frequently remarked, 
that the capital which supports the industry of a country 
is composed of two portions, which arc rcsjicctivoly termed, 
circulating and fixed capital. The cinnilating capital of 
a country is its wage-fund. If, therefore, this fund is 
diminished, tliere will he a smaller amount to distribute 
amongst the labouring classes, and less average wages will 
he received. The fixed capital of a countiy consists of 
machinery, stock, implements, and, in fact, of every kiinl 
of wealth which exists in some ponnanont form, and wliich 
is intended to give assistance to the future production of 
wealth. If, therefore, any tax should diminish the fixed 
capital of the country, and should thus cause less macliinery 
to be used, or fewer useful public works to he carried out, 
the industry of the country would bo interfered witli, 
and the progress of the nation’s wealth would bo obstructed. 
If the income-tax were partly paid out of capital in a 
country which accumulates wealth rapidly, it is almost 
certain that the amount would bo withdrawn, not from 
fixed, but from circulating capital. As far as the labourers 
are concerned, it in the first instance makes little differ¬ 
ence whether the income-tax is paid out of circulating or 
fixed capital; because such fixed capital as machinery and 
railways can only he constructed by labour, and, there¬ 
fore, if a smaller sum is spent upon such works, a smaller 
sum will be distributed in wages. It therefore appears, 
that the aggregate wages which are paid must be 
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clirniuislicd, if tlio income-tax be either wholly or partly 
paid out of the capital of the country. It consequently 
Ibllows that, if any portion of the income-tax is paid out 
of capital, the incidence of the tax partly falls on the 
labourers, although the tax may never bo directly levied 
from them- It will be instructive to explain the process 
by which tlic burden of this tax is, as it were, shifted from 
one class to anotlier. 

Let it be assumed that an income-tax of ton per cent, is 
imposed, and that througdiout the country one half of the 
tax is saved from each individuars personal expenditure, 
whereas the other half is provided out of capital Upon 
tliis liypothesis, an individual, A, who has an aggregate 
income of 2()(){)i a year, would he rated at 200^4 year; 
his net income is therefore ISOOL His personal expendi¬ 
ture is lOOOi a year, and he, therefore, annually saves 
8()()Z., which ho can invest as capital in Ins business. If 
there were no income-tax, his annual income would be 
2()()()^., but, according to our hypothesis, he will only spend 
one half of tlie 2001 a yeai', wliich would he added to his 
incomes if the income-tax were remitted; he would con- 
Roquently each ye4rr save 000?. if there were no income-tax, 
and this sum ho miglit employ as capital in his business. 
'Lho amount of capital, winch lie accumulates is therefore 
annually :r<i(luc(‘,(l by 100?. in consequence of the income- 
tax. (Vn’culiting capital is however employed in paying 
the wagcis of labuunu's, and, tlierefore, tlie income-tax may 
(liniiniBli by 100?. the amount which A annually pays to 
]abourei,‘s; C()nKSO(pient]y tins amount is as really pa,id by 
tlie labouring classes as if the income-tax was directly 
levied from tliem. 

It is impossible to assign the exact proportion of the 
income-tax which, will be paid out of capital; hut it is 
novertholess quite certain that an income-tax would be 
joaid out of capital to a far greater extent in some coun¬ 
tries tliaii in others. As an example, it may ho men¬ 
tioned that the industrial progress of India is retarded by 
a want of capital; her accumulation of capital is compara¬ 
tively HO Brnall, tliat an income-tax could not be imposed 
in that country witliont diminisliing the national capital, 
and in tins way most seriously affecting the national 
wealth,. In England^, however, the income-tax produces 
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none of these serious consequences; no branch of oi 
industry which presents a fair chance of profit is ev- 
retarded for want of capital; in addition to all the capit 
which we invest in our own comme.rce and trade, we a 
ways seem, to possess an almost unlimited supply of capit, 
for foreign investments, if the terms which are otfered fi 
the use of it are sufficiently remunerative. It may, then 
fore, with considerable certainty be concluded, tliat tl. 
income-tax does not seriously dimmish the amount ( 
wealth which is produced in this country; for althou^^ 
some portion of the tax is paid out of capital, yet tlr 
amount is probably withdrawn, not from fixed capital, bn 
from circulating cajDital, or, in other words, from the waf^c 
fund. We say that it is not fixed capital which is ai 
tected, because that part of fixed capital which consists c: 
machinery, implements, and stock, is never sold for tli 
purpose of paying the tax, nor can any one suppose tha 
less machinery is employed in industry, or fewer usefu 
pernianent improvements carried out in conse<}uence o 
the income-tax. Our circulating capital may no doubt, ti 
some extent, be diminished; if this bo so, a portion of tin 
tax IS virtually contributed by the labourers. In England 
however, as well as in most other countries, the averaerc 
amount of the income-tax which is respectively paid oui 
ot capital or saved from personal expenditure, varies 
greatly in the different sections of the community Those 
who have incomes of 150Z. or 200Z. a year arc nsuallv 
obliged to-depnve themselves of many things wluch thov 
consider almost indispensable. Such persons, therefore, il 
released from the income-tax, would probably spend the 
whole additional income which the remission of the tax 
would ^ve them. The wealthy merchant, however, who 
is worth his 20,000^. a year, would most likely not m- 
nhTnf expenditure in the slightest degree, 

Sio?al ? mcome-tax might give him an 

tS additional lOOOf. 

di .^’^’^a.lly accumulate would not in- 

i^vest'fhP business; he would probably 

Zt the tberefore%peati 

that the additional capital which will be saved if the 
mcome-tax is repealed, would be principally thrown into 
the money-market for investment; the amount, saved 
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would not bo employed as capital by eacb individual 
tax-payer, because in a country where so much commerce 
is transacted by credit, tlio itulividual tax-payer would, 
before the income-tax bad been remitted, have had 
no difficulty in obtaining extra capital to embark in bis 
business. 

As far, tlKU’tdbro, as the capi tal of tbe country is con¬ 
cerned, tlic ci'lbcts of the iiicorne-tax are not in this 
country so impoidant as tliey are generally supposed to 
be; lx‘.cause, let it be asstimed (axul it is rather an exces¬ 
sive esLiumt(0 tliat CJ,0()(),()()()Z. out of,the 10,000,000/. 
wdiich, a^u iucouu‘,-iax of sixpence in the pound would now 
yield would ho saved as capital, if tlie tax wore repealed. 
6,000,000/. thrown into the money-market for investment 
cannot produce any momontons results tipon the industiy 
of a country wlioso wealth is so great that, as in 1863, 
8,000,000/. coidd in a few weeks ho raised for foreign 
loans witlioiit aipj)arently exerting ^iny iutluoiicc upon our 
taide. Tlio remaining 4,00(),0()()/., which, according to 
our estimate, is sav(Hl from personal expenditure, expresses 
the real anmmit of iln>. t(nnpora.ry comfort and enjoyment 
of which tlie ta,K doprivess the community. It has been 
already siatied that to this last amount different sections 
of the coininunity c.oni.rihutt^ in very unecjual degrees; the 
wealthy man who is aunauuulafing capital rapidly, does 
not s))tm{l less in conKe(HHmc(5 of tlio tax; his personal 
comfort is not in (.he slighi.est degroo interfered with, 
and the only result of the tax to him is that ho possesses 
a few thousa.iid pounds less of realized property. Yery 
di'IIcront c.onsefpuaujos, howevto’, result to those who pos¬ 
sess the small inc.omes whieffi just come within the range 
of the tax. Ida: instauci^, an iiuuano jvist exceeding 300/. 
is taxed at tlio sa-me rate as a.n income of 10,()()()/. There 
cati bo no doubt that the owner of such a small income as 
300/. cannot pay even a few pounds towards an income-tax, 
without depriving himself or las family of the moans of 
satisfying .some real want or exijoymcnt of life. The income- 
tax, therefore, entails a far greater sacrifice upon such a 
person tlian upon the more wealthy man who. can pay the 
tax withorrt encroaching ripon Iris personal expenditure. 

The ineipudity to which allusion has just been made is 
attempted, in some degree, to be remedied in our own 
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country by exempting all incomes of less than 100?, fron 
payment of the tax. In order also to lessen the burden o 
the tax upon owners of small incomes, a deduction of 80Z. i 
made before assessing the tax from all incomes betweei 
lOOZ. and 300Z.; thus, if a man has an income of 250Z., h< 
pays the tax upon an income of only 170Z. It is obvioui 
that this method of adjustment only partially removes th< 
inequality which it is intended to remedy, because at th 
present time, an income of a few shillings over lOOZ. ha 
to pay the tax upon 20Z., whereas an income a few shilling, 
less than lOOZ. escapes the tax altogether. Again if a mai 
has an income of 30IZ. a year, he pays the tax upon hi 
entire income, whereas if he has an income of 3()0Z., h< 
only pays the tax upon 220Z. If," therefore, the income 
tax were one shilling in the pound, a man with an incomi 
of 301Z. would not be so well off by 3Z. a year as the mai 
with an income of 300Z. The unfairness of such an arrange 
Mr. MilVs 3nent is manifest. Mr. Mill proposed a very simple schemi 
pfo'po$al for the purpose of obviating this unjust anomaly. 
fngfhitln- maintained that the legislature ought in the first instanci 
jmtke. to decide what is the maximum income which should h 
allowed to escape the income-tax, and he considered tha 
a decision upon this point ought to be chiefly guided b^ 
the principle that an income should not be taxed if it wai 
not more than sufficient to provide its owner with the men 
necessaries of life. Such a principle would of course onb 
enable a rough estimate to be made; the important thing 
however, is to fix a limit. Let it, therefore, be supposec 
that the limit is the same as now, lOOZ. a year. Mr. Mil 
proposed to deduct this amount from every income, anc 
only tax the remainder. The owner, therefore, of an in 
come of 120Z. a year would only pay the tax upon 201 
This plan manifestly provides a complete remedy for th< 
inequality to which we have just alluded. The plan in¬ 
volves no practical difficulties, and is founded upon strici 
justice; since, if the tax is not imposed on an income c 
lOOZ. because such an income is no more than sufficiem 
to provide its owner with the mere necessaries of life, the 
tax ought, with regard to all incomes, to be remitted upor 
a similar amount which has to be expended in the mere 
necessaries of life. 

^ The scheme advocated by Mr. Mill is not to be com 
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founded with any of those proposals for graduatin<T the 
income-tax which have been by some so warmly espotxsed. 
It has been urged, as an almost self-evident principle that 
an income of 10,000;. ought to be taxed at a far higher rate 
than an income of lOOO;. It is apparently thought that 
such a distinction should bo made, because a man with an 
income of 10,000;. is so rich, that he is hardly affected by 
the tax. _ This principle, however, if carried into practical 
effect, migiib load to some very mischievous results; it 
would, as it were, place a penalty upon the accumulation 
of wealth. All such schemes which are aimed against 
large capitals probably obtain popular support, be“cause 
they seem to favour the ignorant prejudice which is so 
frequently e.xpre.ssod against what is termed the tyranny 
of Capital. There was a time when the labourers of this 
country believed that the owner of a large capital pos¬ 
sessed a peculiar power to oppress thorn. Superior educa¬ 
tion and the oxtciusion of cooperative institutions are 
already beginning to make the labourers understand the 
true functions of capital. It shonld, moreover, be borne 
in mind, that the slxongcst theoretical argument which 
can be urged against the income-tax, is based upon the 
fact that it is imposed upon savings. The man who 
has I(),()00;. a year, and Rpomls tlie whole of his income, 
only pays the tax once; but the man who ha.? an equal 
income, and only speruLs a portion of it, pays in the first 
instance the same amount to the tax, and i.? also each year 
compelled to pay the tax upon the income which is 
derived from tho invo.stment of the amonnt which he has 
saved from his annual income. Tho income-tax, therefore, 
to a certain'degret', oneoumges spending, and discourages 
saving. This, as we have already said, is a matter of little 
consequence in a country like our own, wliero tho desire to 
accumulate wealth is so strong, and consequently the 
amount of capital which is annually saved is so vast. But 
in India tho accumulation of capital ivS so vitally impor¬ 
tant, that the income-tax, because it discourages the 
accumulation of capital, is likely to be injurious to the 
industry of that country. It therefore follows that, as 
far as even England is concerned, tho most serious ob- 
.■jection winch can be urged against the tax is greatly 
Btrengthened if it should' be so graduated that the tax is 
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increased in proportion to the amount wliich an indivi¬ 
dual saves. 

In conclusion, it is necessary to refer to a serious objec¬ 
tion connected with tlie income-tax wlxicli cjuuiol bo obvi¬ 
ated by any method of adjustment- It is evident tliat 
the tax can bo accurately levied upon all incomes tlie 
amounts of which are publicly known. Thus the Bank of 
England, when paying the dividends arising from the funds, 
deducts the income-tax, and hands fho ainoiint over to 
the government. It is, therefore, impossible for a fund- 
holder to evade the tax. The tax is also similarly d(;^duct(.ul 
from all official salaries, and also Irom. tlu^ pay of ollicAS's 
in the army and navy. The amount of tlui tjix which, is 
levied from various otlier kinds of incomers is also regu¬ 
lated by definite rules. For instance, a humer’s income 
is estimated to be equivalent to one halt’ his remt. If, 
therefore, his rent is 8()()/. a year, and if tlie income-tax is 
five per cent., the income-tax levied upon hiin will be 20/. 
His income may no doubt be eitlier rnoix^. or h\ss than 
400/. a year, but when the rule has once Irum made, he 
has no power to evade any p{)rtion, of the touX, biH!ans(^ the 
amount at wliich lie is assesscul is precisely (hd/iuMuiinuh 
But with regard to various other classes of tra(lm.‘s it is 
impossible to ascertain the amount of tlu.fir inconu^s by 
any definite rules. The income of a manuhudaircu’ or 
retail trader can only be approximat(d,y ostimattul; an 
I opportunity is tlma afforded to evade ;i considea-abh'. por¬ 
tion of the tax. Morality is unfortunaiady too ofl.(.m ba,S(ul 
on conventionality; and many who ])a.ss for lioiu^.st mmi do 
not hesitate to cheat the govornnnmt, alth.o\igh in tlm 
private transactions of life they would shrink from doing 
anything in the least degree dishonourable. Numerous 
cases have occurred which strikingly exemiilify tlio dis¬ 
honesty that is practised by many in tlicir dealings with 
the government. 

The following well-known instance has frequently been 
quoted. A particular street in London was, during a cer¬ 
tain period, closed for traffic in consequence of improve¬ 
ments which were being carried out. The business of tlie 
various tradesmen who lived in the street was prejudicially 
affected, and they consequently claimed cornpemsation. The 
amount of compensation which each individual recoivod 
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was apportioned to the net income which he derived from 
his business. All the tradesmen, consequently, made a 
return of their incomes. Some one thinking that these 
returns were excessive, had the curiosity to compare them 
with the amount of the incomes which these tradesmen 
returned for the assessment of the income-tax. The 
extraordinary and, it may he added, the melancholy fact 
was revealed, that the tradesmen living in a respectable 
Loudon street could practise so much deception, that for 
tho purpose of assessing the income-tax they returned their 
incomes at a certain amount, and immediately declared 
that their incomes were double the amount when pressing 
their claims for compensation. It is therefore .evident 
that, as long as such duplicity is prevalent, many will evade 
a part of the income-tax which they are” bound to pay to 
the government. Hence the tax operates with a certain 
degree of unfairness, because some classes of the com¬ 
munity liave a chance of evading the tax, whereas others 
have not. 

The inequality which is caused by this power of evasion 
is not by many so much objected to as the general im¬ 
morality which they conceive to he produced by such taxa¬ 
tion. it is, for instance, maintained that the income-tax 
places so great a premium upon deception, that many who 
would otlierwiso ho honourable, are tempted to deceive 
the government, little attention, however, ought to he 
paid to .such an argument. The morality of those indi¬ 
viduals who are so easily led away from the paths of 
virtue and honour is scarcely worth the fostering care of 
a government. Every precaution should of course he 
taken to detect and punish those who make false returns, 
because the burden which they escape is thrown upon the 
rest of the community. 
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theiefoie, manifest tliat taxes on commodities are in- 
diiect; becanse if commodities are taxed they are in¬ 
creased in price, and conseq^nently tbe consumers of tbo 
commodities really pay the taxes, although they may in 
the hist instance he levied upon the importers or pro¬ 
ducers of commodities. r' m pro 

_ It must not, however, be supposed that there are no 
indirect taxes except those which .are imposed upon com¬ 
modities ; for instance, a tax which is in its essential 
chara,cter direct, may become indirect by private and com- 
morcial arrangements, and by many other causes. Thus 
in Lngland, It is customary for the tenant-farmer to pay 
poor-rates; it is, however, evident that all such charges as 
these aic really paid by the landowner, because if a farmer 
has to contribute lOOZ. a year in poor rates, he is able to 
pay so much less a year for the use of his land; conse¬ 
quently, if no poor-rates were imposed, the landlord mio-ht 
increase the rent of his farm by the whole amount which 
ins tenant previoiwly contributed to these rates. The 
same remark applies to various other rates, and also to 
tithes; It therefore appears that there is not necessarily an 
essential distinction hetween a direct and an indirect tax 
lor we hayo seen that a direct may be converted into an 
indirect tax simply hj a private commercial arrange¬ 
ment, there is no reason whatever why the poor-rates 
should not wi all cases he paid hy the landlord, and not by 
nis tenant. Ii this wore done, the poor-rates would become 
a direct tax. It is, therefore, possible that the words direct 
and indirect ^wlien applied to a tax may denote only a 
nominal distinction; the tax, however, which is imposed 
on commodities cannot be made a direct one, since it 
would be impracticable to levy the tax upon'each person 
who inay have to purchase any particular article ; conse- 
qimntly, the real points of distinction between the two 
oiiieient systems of taxation will be best elucidated by 
comparing the effects of a direct tax with those which 
icosult from a tax imposed upon a commodity. 

At the commencement of this enquiry it may be impor¬ 
tant to remark, that various commodities have been taxed 
in our own country, and are still taxed in. many other 
countries, in order to protect native industry, and not 
#olely for the purpose of obtaininsr revenue for the State. 
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We intend hereafter to discuss the theory of protective 
duties, and we shall therefore, for the present, consider 
those taxes on commodities which are imposed for the sole 
purpose of obtaining revenue for the State. The last 
remnant of protection has been banished from our fiscal 
system, and every tax is now carefully adjusted with the 
view of placing the home and foreign producer in a position 
of equality. 

As previously stated, a tax upon any commodity must 
almost invariably be opposed to Adam Smith’s first canon 
of taxation, which affirms that ^ each person ought to con¬ 
tribute to the revenue in proportion to his ability to pay.’ 
Taxes on commodities cannot be framed in obedience to 
this rule, for various reasons. In the fii’st place, it may he 
remarked that taxes on commodities can seldom be made 
ad valoi'em, and it is quite evident that from this circum¬ 
stance great inequality of taxation must inevitably result. 
As an example it may he mentioned that every pound of 
tea which is imported into this country has at the present 
time to pay a tax of 6d per pound. The inferior qualities 
of tea which the poor principally consume, would, if ad¬ 
mitted duty free, he retailed at a price certainly not ex¬ 
ceeding Is. 6d. per pound. It, therefore, follows that the 
tea which is used by the poor, who are the least able to 
contribute to the revenues of the State, is taxed at the rate 
of more than 30 per cent., whereas the superior qualities 
of tea which are purchased by the wealtliy at four shillings 
per pound, only pay a tax of about fourteen per cent. 
This inequality of taxation, which in a greater or less 
degree is common to those t^ixes which are imposed upon 
commodities, rarely admits of any practical remedy. For 
instance, it has been frequently proposed to make the 
duty on tea vary with the quality of the te<a; but those 
who are most competent to form a practical judgment 
affirm that such a method of adjustment would be frus¬ 
trated by the extreme difficulty and uncertainty of testing 
the quality of tea at the custom-house. As before re^ 
marked, the inequality to which we have just alluded, and 
from which taxes when levied upon commodities cannot as 
a general rule be freed, must as far as possible be compen¬ 
sated by making other taxes, such as the income-tax, fall 
most lightly on those who are the most injured by the 
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]);irt.i<‘ular jiUMpiaiiiy wITu'Ji have just. dcKanbotl These 
(•onsiih'.rahions us a,i»’;uu to nana.rk, that 0(iuality of 

in*ixa.t.ion cim l)o most (ahhc.tuaJly si^.cma^.d, not hy framimv’ 
any <>n<‘- l.n,x, in nlKurK‘no('. to Adam WmlUi’B first ruin, but 
by a. ^vn(a-a.l process of comptmsatiou to the whole 

revurnm^ 

J jot us muxi, (Mujuircj to wba,t extent taxes on commodities 
nan be made eouslsimit wit.h A(la,m Stnith’s second ride, 
wlTudi stntes, (ha.(< * tln^ amomdr wbif^h individual con¬ 
tributes to a. ta.x oun'hi, to Ix', cu'rtaln a.nd not arbitrary/ 
Jn om^. K('US(^ almost aJl taxes on commodities strictly obey 
this ruh' or principh‘- of ia.xa.tion. The producer or iin- 
portm* of a, ta,x(xl (tomnnKlily ean always lau)w tim exact 
amount which tlu^ particular tax will hay upon him. If 
the duty on tin is ihl. ptn-pciinnl, tlnp lunrchaut who im- 
portiS a, caa'n'o of Pva, ca.n ('uliada-Ui with' striedi accuracy the 
a,mount of duly which tln^ t(*a» must pay; the same remark 
applies to thi^ produciu-of a ta,xt'd (U)nun(>(lity such as malt. 
Tiu^ only ca,so. in which tunuadalnly can arise iswh(\n a tax 
is ma,do (td valorviu, btHnaiSii Hum the test which the 
p;ovenmuud< may apply to a.s(‘ertaia tin*, value of a.ny com- 
unurUy may bt^ uaciodala and imperhsd) in its o;p(U’ation. 
Tli(a*(^ ha.s btam a, a iiisiaaicc. of this in the financial 
nnuauunss of Mr. blladstom^. Within a. lew y(ru-s tlu^ spirit 
<luta('S have Iiemi rnlscsl, and when Mr. (Gladstone. })r()])ose(l 
in bSfO Ui t;'i‘ea(' nsinction in ilu'. duly on wiiu^, lu^ fdt that 
tln^ diffenmee betw('(m tluMlidy on wimi and sj')iritswas so 
<i;'r(^n,t that tlu^ mvamiu^ ndolit lu^ d(‘(Va,utIe(l by rnixnig 
spirits wilh wimu amd importing thmwhole a,s wime 'With 
a. vi(‘AV ol' pr(W(mting smdi a, fraud, lu', pn)[)os(ul (,o tax wine 
in proportion to tiu'. aanouat ofak^nhol it c.ontalmul. The 
plaai which was a,dopte,d to asecnialu tlu\ ((uanlity of this 
alcohol was denoumuul by (.host^ engagml in the wine trade 
a,s most vtaxallous; ami tiny cldidly based their com¬ 
plaint ujxm tlu^. lUKHadalnty td tlu^ tax when it w<as so im- 
postul, for tiny allirnuul tlmt they nevtn- tjould tcdl bofbre- 
IuuhI tlu^ amount of duty which any particular wine would 
havt‘< (,o i>ay. it nuist, howtwtu’, in\ admithul that such 
umu'.rtalmty with rt'gartl to laxt'S on commodIticB is cx- 
ncptioual, a.nd rarely if eveu" exists, unless an attcnnpt is 
matte to adjust the tax according to some ad valorem 
standard. 


527 


BOOK IV. 
OIL ixr. 


Taxea gene- 
Tally mtm- 
fy tliGpmh 
dpk «/ 
hm}<j ccr- 
kiiu. 


There are 
howemr ex- 
mpikma in 
Ihe cme of 
ad valorem 
duties. 



528 Manual of Political Econoony. 

BOOK IV. The third rule of taxatiou laid down by Adam Smith 

.. afSrms that ^ every tax ought to bo levied at the time or iu 

They are the manner in which it is most likely to be convenient for 

generally the contributor to pay itf the enquiry must therefore be 

'time molt ^ whether taxes on commodities are generally con- 

convenient sistent -witli this rule. Iu making this enquiry it will be 
to tke^ con- necessary to distinguish the real from the nominal payer of 
mner, been already stated that the burden of 

these taxes really falls upon the consumers of a commodity, 
although the tax is generally levied from the producer or 
importer. Taxes on commodities are no doubt paid, as far 
as the consumer is concerned,'! at a time and iu a manner 
which is most convenient; for tho tax is in fact levied 
upon the consumer at the time when be pays for the com¬ 
modity which he may purchase. But the producer or im¬ 
porter of a commodity may bo called upon, in consequence 
of defective financial arrangements, to pay the tax at 
Tmt fn- a time and in a manner most inconvenient. Sometimes 

j'-’S't alluded to, is entirely duo to in- 
venieni to ■ judicious financial arrangements; sometimes, however, it 
the ■rrro- is inherent iu the nature of the tax; when this is the case, 

imposed, except as a financial ne- 
"• cessity. For instance, it seems that the duty on hops 
could not be levied, except iu a manner which was most 
inconvenient to the growers of hops, and thus a strong 
argument was provided for the repeal of this duty. Hops 
were taxed at so much per pound, whatever was tlio quality 
or quantity of the crop; the tax was assessed immediately 
the Crop was gathered in, and the hop-grower was com¬ 
pelled to pay the duty at a certain definite time, whether 
he had sold his hops or not. The hop crop is so unceitain, 
that the grower could never accurately calculate how much 
he should be called upon to pay. If he were not a' man 
of large capital, he was compelled to sell his hops, whe¬ 
ther he wished to do so or not, in order to pay the duty. 

A too abundant crop was also a great disadvantage to the 
grower; the demand for hops does not vary greatly from 
year to jmar, and,_ consequently, there must be great fluc¬ 
tuations in the price of hops, since the crop of one year is 
often three or four times as great as the crop of the next 
year. The amount of duty which a grower had to pay 
was proportionate to the abundance of the yield, and it 
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t,licrcl(,)!'(', not mi(Vtu|tuiutly luvpponod, that a largo crop 
%v:is most disastrous i,o tlio gvowts’, hc^cause the maxirnmn 
M,mount of duty IkmI to ho 'paid wlion the price of hops was 
iixtnunoly low. ddioso, a.ud othca; iuconvoiueiiCGS, seemed 
to admit of no a.d(Hpiat(', nuiiculy, and, therefore, the hop 
duty ha,s Ihm'u most properly rop(^aJod. 

It goiKM’aJly happtms, that many of the inconveniences 
ca)inKui,(',d with l.lui tinu^. a,nd ma,nnor of levying a tax on 
ih commodiiy (vm h(\ gn^atly dimijiislu.Ml hy proper financial 
sirraaigcnm^nts. As an (*xa,mple, tlu^ bonding houses may 
bo niiaaaul l,o, wlduii oiler gn^at facilities arid advantages 
to ihos('. who import ta,xo(l commodities. A merchant may 
not wish imm(uliah(‘.ly to S(il the goods he imports, ho is 
tlKn’(‘(or(^ pinniltted to '|)lace them in bond, and as long 
:m tluy 'nmiahi in bond, h(i is not coin])olled to pay any 
<brty upon tlnam This, no doubt, is a just arrangement, 
l>eoaus(‘. I'lu^ government intends that the consumer of the 
commodity should nsdly pay the tax imposed upon it; 
thondhre, as short a,n inhnwal as ])ossil,)lo ought to elapse 
l)(v(v\v(^.<ar tln^. paynumt of I.Ik'- <luty and the Ksalo of a com¬ 
modity. [Vha m<'rcha.ni» simply advances the tax, and if 
iH5}>a.yuieiit is d('ien‘ed, he will he compelled to employ a 
^L»*rtxU:(U’ (capita,! in his husiiu'Ks, a-nd tlu^ consumer will he 
constHpnudJy (dnuged a higlnu' ])nco for the commodity. 

last ruh^ of iaxation ])rop()uuded by Adam Smith 
ndlinns, thah ‘<W(ny ta.x ought to ho so contrived, as both 
to take out., a,ml to ker^.p out of the pockets of tlic people, 
a,H lil.lh'. jis possible ()V(a‘ and above what it brings into 
1 ho public. trt\a.sury of the state.’ It has been previously 
.staUul, that any ta,x which is expimsivo to levy, will he 
iuconsistent wilh this ruh^ The same remark holds true 
if a tax div(‘rts lahour from a productive to a more im- 
produetivi'. employm(uit; if it encourages srnugglmg, and 
la-stly, if it .mux^ssitates restrictive regnlations with regard 
Co tlu^ mode in which atry^ trade or industry is con- 
iucted. lh.xcs on commodities cannot, as a general rule, 
bo comph‘.t(dy frem from all the huilts which have been 
just dcs<u*il)c'd, but the faults may be much mitigated by 
propm’ fina.uci{d arrangements. A tax, whether levied on 
u home“i')rodiu;ed commodity, or upon one which is im¬ 
ported, must; he exjumsivo to collect. A great number of 
oxcisn and custom ollicerH must be employed to assess and 
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collect tlie tax ; and an cnomons outlay is often recniin 
to prevent smuggling and other kinds of fraud._ Smugglii 
is much more easily prevented in an island like our ow 
than in a country where a great extent of land frontier h 
to ho protected. The difficulty of guarding_2()f)0_or 3()( 
miles of frontier would render the imposition of custo 
duties most undesirable in such a country as Aim'.ric 
The expense of collecting a certain amount of revenue 1 
taxes on commodities is very much dimiuislHid, if the tax 
are confined to a few articles of general coi_isiun])tio 
wlion a tax is imposed upon .some article of limited ui 
the cost of collecting the tax is always enormous in pi 
portion to the amount yielded to the state. About thir 
years since, the tariff of this country contained a, list 
.‘100 or 400 articles, which were subjee.t to (othm- mxiiise 
custom duties. Tlie great majority of these duties Ipi 
been most properly repealed, and at the pixisimt tiii 
tobacco, tea, coffee, sugar, wine, foreign spirits, and a fi 
other articles, arc alone subject to custom duties; in 
and spirits being the articles wliicli cbiotly youtribi 
to that portion of our revenue wbicli is raised by oxc' 
duties. Again, witb regard to smuggling, tliere can 
no doubt that it is mucb discouraged by the removal 
extremely bigli duties on a,rticlca wbic-h contain a, gn 
value in small bulk, and winch can tlierufore bo read 
concealed. A tax on a commodity may, Innveve.r, 
various ways which are not so fnapumtly noticed, ta 
out of the pockets of the tax-payor an amount wlii 
greatly exceeds that which the tax yields to the stain. 

In the first place it may he statiid, that wlum a eo 
modity is taxed, the price wliich the consumer has l,o j 
for it is increased by an amount which of'tcm exceeds I 
amount of the tax. Thus let us take the ease of a 1 
being levied under very favourahlo cirtiumstancos, a 
suppose, as an example, that a retail grocer buys so im 
chests of tea direct from bond. The amount of tea wh 
lie buys we may assume to lie flOOO/.; the value of t 
tea would not probably exceed 24001:,, if tea were ailmit 
duty free, because, ceusideriiig the average ipudity of 
tea sold, the duty on tea may'be estimated at twenty-1 
per cent, upon its value. The grocer, when he sells I 
tea by retail, will of course expect to realise the ordiu 
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tr-ado profit* This profit wc will suppose to be twenty per iv* 
cent*; th(3 grocer will therefore obtain 3600Z. for the tea, . 
which cost hhn 3000^., whereas if it were not for the duty, 
tlie grocer would bo obliged to giro only 2400i. for the 
same quatitity of tea, and would be remimoratcd with the 
same per-ccrutago of profit, if he sold his tea to his cus¬ 
tomers jit su(‘h a, price as would realise for liim 2880?. It 
thereyfore apiuyars, that those who purchase this tea pay 
720?. additionaJ, for it, altlu)ugh only GOO?, of this amount 
is received by tlio goverimient as duty. Hence, upon this 
hypothesis, the duty takes out of the pockets of the tax¬ 
payers twenty per cent, more than it gives to the revenue 
of the state. This is the most serious ohjection which TlmistU 
can ho xirged against ta.xos on commodities, and it is one moBtserhu^ 
which has not hcaui a(le<]uately considered. It must, 
moreover, bc^ rcancmibered, tliat tlie case just described 
does not as a giaun-al rule adequately represent the eowmo- 
amount which, a tax on a commodity keeps out of the 
pockid^s of the pt'opic, Ix'yond what it yields to the state. 

Ifor i.nstmu'.e, it ha,s hoeu assumed tliat the tea is piir- 
chastxl by tlu*. retail grocer direct from bond, but no doubt 
it much moix,^ fr(^(pumtly liappens that the tea, after it is 
tahum from, hoiid, pjisses tlirough tlie hands of four or five 
dealiu's, Indhiaj it is ull/imately sold to the consumer. If, 
thenvfon^, it is su])pos(!(l that, tea pays a duty of twenty-five 
per cimii. upon its vaiut',, each of these dealers will re(]uiTo 
twenty-fiv<^ per cemt. nu,)]*('. (axpital to conduct his trade in 
tea. TIh'. ordina.ry profit of trade must he realised upon the 
additional (capita,I which, is tlius required to bo employed; 
cons<M|U(aii,ly, when, a commodity is taxed, the consumer is 
generally compiylled to ]>ay for it a price which is increased to 
an extent coiisiderahly exceeding the amount of the duty. 

A. more serious de/cct cannot belong to any tax tban jtafjmui 
that it should take from the tax-payer an amount which mnu mUn 
greatly oxceeds that wliicli. it yields to the revenue. This 
I” defect, to a greater or a less degree, accompanies all indi- ditks, 
rect taxation; Ibr all indirect taxes are in the first instance 
paid by the producers or importers of a commodity, who 
are rcnuuiuirjxbod by the increased price which the con- ’ 

Burner is compelled to pay. In every instance, some time 
■ must ohipse between the payment of the duty and the sale 
of a commodity, and, consequently, fho, trader who first 

UM.% 
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advances the tax must wait for a certain time before he is 
. repaid by the consumer. But the trader is compelled to 
employ a portion of his capital to make this advance, and 
upon this capital he will expect to obtain the ordinary 
trade ppfit; this profit the consumer must return to him, 
in addition to the amount of the tax. This most seriou.s 
defect, though inherent in all taxes on commodities, may 
be very much diminished by proper precautions. Thus it 
IS evident, that as short an interval as possible ought to 
elapse between the levying of a tax on a commodity, and 
the time when it is ready for consumption. On this ac¬ 
count it is much more desirable to tax manufactured goods 
than the raw material. In order to illustrate this point 
still further, let us briefly trace the different results which, 
would be produced by a tax on raw cotton, and by a tax 
on cotton goods. 

It may be assumed, that the two different taxes yield 
the same amount to tlie revenue. Let it in the first in¬ 
stance be supposed that raw cotton is taxed, and that a 
manufacturer 1^110 purcliascB 10,000Z. of raw cotton lias to 
pay lOOOZ. duty. The tax, therefore, compels him to em- 
ploy a capital of 11,000/. instead of 10,000/. Upon thi.s 
additional capital he will expect to realise the ordinary 
trade profit, which may be assumed to bo ten per cent. 

At the end of a twelvemonth ho sells the good.s which' 
have been manufactured from this raw cotton to ware¬ 
housemen ; since, however, the duty imposed on the raw 
cotton has necessitated the employment of 1000/. addi¬ 
tional capital, the price of these manufactured goods must 
m consequent of the tax be increased by 1100/., and not 
by 1000/., which is the amount really received by the 
government ; for if this were not so, the manufacturer 
would not be adequately compensated for the capital 
employed in his businesis. ^ 

Let us now make a second supposition, and consider the 
tax to be paid upon the manufactured goods. Then the ? 
manufacturer would not be called upon to pay tbc tax 
until his goods were actually purchased by the retail dealer 
or warehouseman, and, consequently, the tax would not 
cornpel him to employ a larger capital in his business, 
in this case, therefore, the price of the goods, when sold 
by the manuiacturer, will not be increased by an apiount 
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eKceeding tlie amouiat of the tax. It therefore appears, 
that a tax on manufactured goods, if it can he easily levied, 
is far preferable to a tax on raw material. It however 
not unfrequently happens, that a manufactured commodity 
cannot be taxed without subjecting the particular trade to 
the most injurious interference; for in order to assess an 
excise duty, and in order to prevent fraud, various kinds 
of restrictions with regard to the particular mode in which 
trade is carried on must be enforced, and great annoyance 
is often caused by the vexatious visits of the excise officers. 
Thus few taxes on a manufactured commodity can be 
assessed and collected with greater facility than the duty 
on malt, yet maltsters are compelled to carry on their trade 
according to certain strict rules. Notice, for instance, 
must be given when the barley is to be wetted; the 
barley, when wetted, must be thrown out in a particular 
manner on the floors to be dried, and the exciseman can 
visit the malt-house whenever he pleases. Such inter¬ 
ference would be a still more serious evil, if some 
commodity should be taxed which involved complicated 
processes of manufacture, each of which has to be con¬ 
ducted according to certain rules, and to be watched by 
government officers, in order not only to prevent fraud, 
but to assess the tax. Such interference would oppose an 
insurmountable obstacle to the development of a branch 
of industry, for all that enterprise would be checked which 
stimulates the introduction of machinery, and other in¬ 
dustrial improvements. 

The remarks hitherto made in this chapter have been 
restricted to the import duties and to the excise duties 
that are imposed upon the commodities which are con¬ 
sumed in the country; the government, in fact, intends 
that the burden of these taxes should fall on the con¬ 
sumers. It is, however, manifest that various exported 
commodities may be also taxed; but it has been thought 
desirable to consider separately the operation of export 
duties, because these duties are imposed with the view 
of shifting the burden of the tax upon foreign countries. 
It will, moreover, be shown that, contraiy to popular 
opinion, it almost invariably happens that, in attempting 
to tax the foreigner, the country that imposes an export 
_duty taxes itself - - - 
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To discuss the operation of export duties, it will be 
necessary to recall some of the principles which were 
established with regard to international trade. When in¬ 
vestigating that subject it was proved that there is a con¬ 
stant tendency in operation to make the exports of a 
country pay for its imports; it was also shown that the 
amount of profit which each country derives from inter¬ 
change of commodities varies inversely with the demand 
which the one country has for the products of the other. 
Let us, therefore, bear these principles in mind when 
tracing the effects of an export duty. One of the most 
recent export duties that has been proposed was an export 
duty upon coal; this financial measure was warmly ad¬ 
vocated by Mr. Horsman in 1860, and was received with 
some favour. Let it be assumed that a duty of 25 . was 
levied upon each ton of coal exported. The price of Eng¬ 
lish coal in foreign countries w^ould in consequence of the 
tax be increased two shillings per ton. The demand for 
commodities always varies inversely with their price, and 
therefore this increase in the price of coal would diminish 
the demand for English coal in foreign countries. The 
export of coal from England would consequently be dimi¬ 
nished ; the decrease in the export would be greater with 
regard to some countries than with regard to others. 
France, for instance, purchases coal from Belgium, and if 
Belgian coal remained untaxed, France might probably 
cease to import coal from England if our coal was subject 
to an export duty. It therefore appears that the first 
result of any export duty would be to diminish the amount 
of our export trade. The commodities which were subject 
to an export duty would decline in price to the home con¬ 
sumer in consequence of the foreign demand for them 
being checked. It might therefore seem that an export 
duty on such an article as coal would confer two great ad¬ 
vantages on the general body of the tax-payers; in the 
first place, it would cause foreigners to contribute to our 
revenue, and thus relieve us of a portion of our taxation; 
secondly, the price of coal would be reduced, and this 
would be advantageous to the nation at large. 

It may, no doubt, be urged as a set-oflf to these apparent 
advantages, that the coal trade would suffer in consequence 
of this diminution in the export of coal, and that the 
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owners of collieries would rc'.aJiso snudler profits, owing to 
the full in the pric^e of coal. It may, Iiowover, be rejoined, 
tliat tlio loss wliich tlms accrues to tlioso ougagod in a 
particular btaneh of industry is more than compensated 
by the advantiiges which we havt^ shown would be con¬ 
ferred upon the gmuu'aj liody of the tax-payers. But an 
importa-nt point slill romaiiis to ho detisrinined, for the 
effect wliieli might ho producod upon our import trade, if 
our exports W(‘r(‘, chtu^kiul by the imposition of a duty, has 
not yet h(‘.(m cntisidcred. 

In ordiu’ to irivi.ustigato this ({uostion it may bo supposed 
that an (ixport duly ufion coal has caused France to cease 
importing coaJ IVom this country. It has been already 
j')rt>vcd tiiaJ: (\xports pay for imports; it is, therefore, 
rnaniliist that if the export irado of a. country is diminished, 
the juuount of luvr imports must also ho dimimshod; this 
must ho so, lH',(*n,usc the', (uanmoditic^s whicli are exported 
pay for those tliat an^ importi'd. Such a decrease in the 
fonngn tnuh' of a ('miutry must diminish national wealth; 
since it ha,s IxHjn shown tha.t fondgn commerce increases 
th.(5 enhah'm'y of labour aaul (%a,pita.l, by enabling each 
country to apply itstdf to thosti i)ra.ncho.s of industry for 
which it possiissc^s tlu^ gnaih'sl; naUira.l advantages. It, 
tluuadbrcu appears that the (pu'.siiou, wluither or not an 
export duty is advantagauais a.s a fimincial measure, must 
bo ma-inly (h'.tmauincd by the (fircumsta^iciis of each special 
<‘.aso. For instaauu!, it is (piitc possible tliat an expoid 
<btty may entindy ])r(wi.mL tlu', (ex])ort of a commodity; 
this would no doubt h(^ tlu^ n^sult if an, export duty were 
in this tiouutry iinposc.d mion silk ma.nuihctiires. The 
competition hetwe(,m Franca; and England in tlie silk trade 
in oxtrenudy keen; on tlu'. onc^ liaaid, Franco has cheap 
labour, a,nd lun clea,r(‘r climuite is supposed to give a 
BUp(,irior (;olour to lier dyos. On tlui otluu* hand, England 
can perliaps manufacture more cH'ouomicially, because she 
pi)sS(‘,ssc'.H morc^ perlhct manliiuery and cheaper fuel It is 
conse(|v.i(mtly difficult to decades whetlier France or England 
canscdl silk gocxls to Ibreign countric^s at the cheapest rate. 
It is, tluTidore, evident that the imposition of even a small 
export duty upon English silks would, as far as this branch 
of industry is comuirued, completely drive England from 
iforoign markets. Tlie prosperity of an important branch 
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ol industry would thus be imperilled, and an export duty 
under such circumstances would be most disastrous and 
indefensible. 

A much more favourable case for the imposition of an 
export duty will next be considered. It cannot be disputed 
that the United States have hitherto possessed to a great 
extent a natural monopoly for the growth of cotton. Eo 
other country has been able to produce cotton of so good 
a quality at so cheap a rate. Let us, therefore, trace the 
consequence which would have ensued if a small expoi't 
duty, say of a halfpenny or a penny per lb., had been im¬ 
posed upon American cotton. Even so small an expoid duty 
as this would have yielded a considerable amount to the 
revenue of the United States. Foreign countries who pur¬ 
chased American cotton would of course be compelled to pay 
this duty, and it will therefore be instructive to enquire, 
whether such a financial measure would in any way have 
prejudicially affected the material interest of the United 
States. ^The first effect of such a duty would manifestly 
be to raise the price of American cotton in all countries 
which import it by an amount at least equivalent to the 
duty. If the duty^ was a penny per lb., England would be 
compelled to pay sixpence instead of fivepence per lb. for 
American cotton. It may be perhaps thought that this 
rise in the price of American cotton would induce England 
to obtain cotton from other sources of supply; this, no 
doubt, would be so, if other countries possessed the same 
advantages for the production of cotton as America. It 
therefore follows, that it would be most unwise to impose 
an export duty either on a raw or a manufactured com¬ 
modity, if the commodity could be produced on as favour¬ 
able terms by other countries as by the country which 
imposes the export duty. But with regard to cotton, it 
was shown during the late civil war in America that, with¬ 
out the United States, it is impossible for England and 
other countries to obtain the quantity of raw cotton which 
they require. The available supply from other sources is 
in fact so limited, that a rise in the price amounting t(^ 
200 or 300 per cent, fails to bring us so large a quantity 
of cotton as we are willing to purchase at even these high 
rates. ^ Until, therefore, the resources of India and otl^r 
countries are more fully developed, it cannot be supposed 
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(Jiat w(‘. shoTihl n5H()rt to other countries for raw cotton if 
the IJnitcHl SIkUcs ituposc^l a small CKport duty upon this 
niahu'iah ^V\\i\ rise in tlu\ price of cotton wliicli would be 
ciUis(Hl, by (his duty would slightly diminish the qtiantity 
of cotton which such a <u)\intry as Englaml would purchase. 
If the. English nninufacturtu's have to pay a liiglicr price 
for raw cotion, (h{*y must charge a higli(‘.r price i'or inanu- 
raciyurtsl goods, and if tht‘. price of cotton goods is increased, 
the (Immind (or the.in, will bo dinunisli(Hl. But a very 
slight risc^ in llu'. pric(i of cotton goods would bo sufiicient 
to (’ompe.usaJn, the numuraoturer for a rise in the price of 
tlu^ raav luntiuhd, a,nd so slight a. rise in ])rice would exert 
but littl(‘. inllueiuu) u])oa, the demand for <a commodity 
which is not us(ul as a luxury, hut wliich, sia’V(\s to provide 
otu'. of tlu‘, iUMU',ss;u’ii's of li(‘c. It is impossible to predict 
the posd.ion width tlui cultivation of cotton may in future 
occupy, ddm. Ihuiod Stah^.s had, for some tinu.) previously 
to thc> hU.c war, posst^sstul a nalairal monopoly for the 
g^rowth of c.ol.tou; a,s long a,s this natural monopoly con- 
Vinuc-d, (ilu^. imposition by the "UuKhuI States of a small 
export duty upon raw cotton would have been politic, 
oorrsidiutMl mt'rtdy as a linancial nuvisnro. Aliliough, in 
the sp<s;inJ t^ase Jitst invostigal.tHl, wo have spoken some¬ 
what (jivourahly of an (export d\ity, ytd) it must be borne 
in mind (hat our nmuirks were ba.scd on the fath that the 
IJnilital S(-attss posstisstul, with regard to Ihc growth of 
cotton, a ua.turaJ rnonoixdy. This, tfnuHd’oro, is (pilto an 
ox(j(q>tiomd <uisc: an export duty would almost invariably, 
as shown in a. previous exampl(\ j(io))ardis(i the export 
trade, (h a eomd-ry, an<l thus <rnniuiHh the national wealth. 

Wa hav(\ hitherto, in this ohapt(u*, considered that im¬ 
port dnlh^s are imposed for the sole purpose of ()htaiuing 
riivoum^ for tln^. stafue .Hub uniil a vciy recent period it 
was ahnost univtuvsally belicvt^xl tliat another most import¬ 
ant end wa,s atlu^inod hy im|)ort duties. Thirty years 
tlu‘. theory of prot(3ction was a.s gtmerally accepted 
in this cu)uutry a,s it is n.ow discarded. .In America, in 
Ifranc.e, and in most continental countries, the great ma¬ 
jority of politiciaiUs are oven at the present day ardent pro- 
^(‘.ctionists. It is, tlicrefore, still extremely important, as a 
pnaiiticaf <|uustioii, to investigate the effects of import duties 
when they arc imposed for the double purpose of obtain- 
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ing revenue, and of protecting native industry. It is quit( 
evident that an import duty can be easily arranged so ai 
to obtain the double object. We have already, for in,' 
stance, alluded to the closeness of competition in th< 
silk trade, between France and England. If, therefore 
an import duty, say of ten per cent., should be placec 
upon French silks, and if at the same time English silk 
should be subject to no excise duty, it is manifest tha 
French silks would probably be almost entirely exclude( 
from the English market. A similar end might be at 
tained with regard to all other imported commodities 
It is consequently possible to limit, or altogether stop th 
importation of a commodity, by subjecting it to a sufB 
ciently high import duty. 

The principles which have been established with regar* 
to international trade clearly prove the loss which th 
nation suffers if protective duties either prevent or chec! 
the importation of commodities. When trade is carrie 
on between two countries, the wealth of each is increasec 
because each country is enabled to apply its labour an 
capital to those branches of industry , for which it pos 
sesses the greatest natural advantages. Thus reverting t 
our previous illustration, it has been assumed that tb 
cost of growing corn, compared witli the cost of producin 
iron, is much less in France than in England. The su] 
position has, for instance, been made that a ton of iro 
costs as much to produce, in France, as twenty sad 
of wheat; whereas, in England, a ton of iron woul 
only be equivalent in value to twelve sacks of whea 
It is, therefore, easy to perceive the loss which Fran< 
and England would both suffer if protective import duti< 
imposed in France upon English iron should prevei 
the importation of English iron into France, and if pr 
tective duties imposed in England upon com should pr 
vent the importation of French wheat into Englan 
Such a protective tariff would cause labour and capit 
to be wasted, or, in other words, would deprive the 
of a part of their productive power. Twelve sacks 
wheat cost England as much to produce as one ton 
iron; but if the trade between England and France we 
unrestricted, England might divert a portion of her labo 
and capital from the growth of wheat to the production 



fjn and ather TtuUmt Taxes, 


539 


in>n fur Khumh* ; It, wotild ha numilVnUy i^ri'alJy to tlu^ 
ntlvanfa^'.o nf Kninrr to «^ivo !Co!;*latHl aixUMai sac.ks of 
wImmI for t';u’h inn of iron, llotu’o, nuro.sini'tiMl tnulo so 
nnn'h inorroM-s tin* wnalth of a <H)unlry, t,h?it a. <Hn’i,a,iu 
annninf nt i;ihi»nr atul rapital, whi<‘h bnfon*, wotild only 
obtain twoKo aat’ks of wlnaat., inov proibun'S a. i.on of iron, 
In o\rban'*n ibr whirh a. furrii^n t'onulry will vviirin‘»'ly 
tpvr aixtnru aarba «»!'\vln*ai'. 

'Tbn arptnuiait jtt.st addutaal, nniHidta’otl in oonjinus 
(ion wob t!io mniarka \vhi<*h bavo btani iniub^ upon i,n- 
{t*rnattnnai trabt*, may bo as ta^iH’Jasivoly (1(».- 

naai.4 1 at nn^ tin* injtirlons t'flbi't whirh IH pnxhuaul up{)t). 
a tiafinn by pn>ftMiivo <lutitan FroUa^tionists, howawan*, 
iynoro thi,» Inaa tjf tiaiional woallh; tboy abvaxaUu^ tin^ 
prnt«‘otiv<‘!.w*tnnn booanst* Ila^y oonta'ivt' tha-k withuiiL its 
laippntl, c;nnn* aptanal br'ua’bos of induMt-ry would la* tin- 
ablo to i'ioujjoti* an.ninal **()roion ootuii-riiss. It uiiobt, for 
inotanoo, bo ary,nod that- it< would In* itnpossibh', for iht.t May;- 
liab latUna* to onmjH^b* ay’ainsi. tho Fnaioh farnuu', if wlu^ak 
oan bo *p'n\vn at a nnu'h olnoiptn' ndo in h^ra^nott than in 
ban‘Jand ; an iho otlau’ band, it- wotdil la* ot[iudly inipos- 
fdblo ibr tho Kronoh imn inasior to ootnpi'bt a,< 4 'a,iu.st tba^ 
Knyjiah imn tua^t^a^ if <dn*ap Knyliah Iron in frotdy iiu- 
piatoil into h'rainaa It. in, (Inu'orons pL'Uisibly abound 
that bvr' trarlo ia a ik-uya'rons oxpiu’lmoui, if it should 
oau'.t* tho ayy'ioulitiral intoroat, to In* ruint‘d in Kny,’ta.iHh 
and tho inni intoro.it. to In* ruiuod In h'nnnun It (‘a,u, 
htnvtnor. in* oa aly abown (hat no rlass <if tra-dm's ojui 
oil hot' hi* jHuittaitontly bonotitod by prol.o<d iv(', dutitxs, (vr 
ponnntnaply hijuianl by hva tnuh*. baudownt'rs :m\ the 
iudy olnaa that «%Hn dorivo a, Insiino adva.tdaoi* from pro- 
toi’iltnn iVoptudy tti laitil tnay dosorilu'd as tho possos- 
aitui i»f a nniural mont>po!y. Tln^ vabut <d this naturaJ 
monopoly nmy bo artiti<‘ially rabuHl by proiotd.ion,^ but 
it ran bV nlunvn that oilu'r t‘irrutnHtann\s nJmost inva¬ 
riably lU'privo tWiUi tlm landowiU’rs of thiH Hpiaund ad- 

vanbyyt , , 

dito rifrt'i prodmnal by tho cutrudawH on th(i posiiton 
tjf tin* lC}n«;lt“‘l*^ fartnor, may b(j (piotod to ])rovo Unit 
nu rlass (»f Iniihu’ii <‘aji b{^ ptuaittantmtly iHmoliiial by {)ro- 
to<*tivo ilutba Tho r{*Htrh’ti<m which ilm corn laws ini- 
piiaini upon ih<' rmporiniion ol corn no doubt iuciciascd 
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its price in this country; it was therefore concluded 
that protection, because it increased the price of corn, 
conferred a special benefit upon the English farmers. 
It must, however, be borne in mind that permanent low 
prices are as advantageous to the English farmer as per¬ 
manent high prices. In a country like our own, where 
there is great commercial enterprise, the competition of 
capital is constantly exerting a tendency to equalise profits 
in different trades. If the price of all agricultural pro¬ 
duce should be doubled, the farmer s gross returns would 
cceteris paribus be doubled; his profits therefore would 
be enormously augmented, if he were able to appropriate 
to himself all these additional returns. But if the profits 
of the farmers, or of any other class of traders, should be 
greatly increased, an active competition for farms would 
be at once stimulated, the rent of land would consequently 
rise, the profits of the farmer would soon be reduced to 
their former amount, and thus the landowner, and not 
the farmer, would be ultimately benefited. Again, if the 
price of agricultural produce should be reduced by foreign 
importations, the profits of the farmer might be greatly 
diminished; traders, however, will cease to continue a 
business, if they are unable to realise from it the ordinary 
rate of profit. Landowners will, consequently, be obliged 
to submit to a reduction of rent; hence, it is not the 
farmer, but the landowner, who would ultimately suffer. 
Of course, farmers may be temporarily benefited by a 
sudden rise in prices, or temporarily injured by a sudden 
fall. For instance, many farms are let on lease, and 
the rent of such farms cannot therefore be either imme¬ 
diately raised or immediately lowered. When, moreover, 
the profits which are realised in a particular trade are 
affected by a sudden change of prices, a considerable time 
must elapse before the trade is again restored to its 
normal or steady condition; during this interval the trader 
may either secure exceptionally great gains, or may have 
to submit to an unusually low rate of profit. 

It has been proved, as a possible theoretical result, that 
the landowners may be injured by the abolition of pro¬ 
tective duties. The experience which has been derived 
from the introduction of free trade into this country has 
shown that the landowner will generally receive compen- 
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sation in various ways. The rent of land has not di¬ 
minished but has considerably increased since the pass¬ 
ing of free trade. This fact may be readily explained, 
for although the price of wheat has been reduced by 
foreign importations, yet a more than corresponding 
]ise has taken place in the price of other kinds of agri¬ 
cultural produce. Meat, dairy produce, and even barley, 
are much dearer now than they were previous to the 
repeal of protective duties. It must moreover be remem¬ 
bered, that the rise in the price of these articles is in a 
great measure due to free trade. Our commerce, released 
from the trammels of protection, has expanded in the 
most extraordinary manner. An augmentation in our 
export trade amounting to 100,000,000Z. represents an 
enormous addition to the accumulated wealth, or, in 
other words, to the capital of the country; but if the 
capital of the country is augmented, the wage fund must 
also be increased, and thus the additional wealth which 
has been created by unrestricted commercial intercourse 
has been distributed amongst the nation at large. The 
population having largely increased and the people hav¬ 
ing been made wealthier, a greater quantity of meat, 
dairy produce, and beer is consumed. Meat and dairy 
produce are expensive to import, and barley, after being 
for a length of time in the hold of a ship, does not make 
good malt. Hence these commodities have all greatly 
risen in price ; farmers are consequently now able to pay 
liigher rents than they could when they were protected by 
prohibitive duties, and growing prosperity for the landed 
interest has been substituted for the impending ruin 
which was so often gloomily predicted by protectionist 
statesmen. 

Foreign competition may, no doubt, cause some parti¬ 
cular branches of industry to be altogether relinquished, 
if the industry has been artificially sustained and fostered 
by protective duties. As an example, it may be men¬ 
tioned that this country, following the example of France, 
might have imposed high import duties upon sugar, with 
the view of encouraging the home manufacture of sugar 
from heet-root. A home sugar interest of great import¬ 
ance might thus have been artificially created; if, how¬ 
ever, the support of protection should be removed, it 


BOOK IV. 

CH. in. 

hut, in 
practice, 
can rarely 
pi'oduce 
that effect. 


Particular 
branches of 
industry 
may suffer 
from free 
t7'ade for a 
time, hut its 
ultimate 
effects mvst 
be bene¬ 
ficial, 



Manual of Political Economy. 


542- 


BOOK IV. 
OH. ni. 


for it can¬ 
not he a loss 
toa coxmtry 
to import 
commodi¬ 
ties instead 
ofpro- 
dming 
them. 


would be impossible for the producer of home-growu sugar 
to compete agaiust the foreign importer; this particular 
department of native industry would therefore be imme¬ 
diately destroyed. Such a destruction of a branch of 
industry may be perhaps regarded as disastrous, because 
it may be thought that labourers would bo thrown out 
of employment, and capitalists would be deprived of. 
an eligible investment for their capital. The labourers 
engaged in one particular kind of industry no doubt 
suffer a temporary loss if they are compelled to relinquish 
the labour to which they are accustomed; each branch of 
industry requires some special skill or knowledge, and 
consequently those who are compelled to engage in a new 
kind of labour lose the advantage of their acquired skill. 
Again, employers always suffer a certain amount of loss if. 
they are obliged to relinquish the industiy to which they 
are accustomed; they also possess a special knowledge,. 
which they must to a great degree sacrifice, and capital 
cannot be transferred from one employment to another 
without considerable waste. In every branch of industry 
there is a large amount embarked in the form of fixed 
capital; machinery, buildings, and plant, cannot be con¬ 
verted to a new use without involving great expense., 
These temporary disadvantages may no doubt accompany 
the removal of protective duties, but an abundant com¬ 
pensation is provided by the great benefits which are sure 
ultimately to result from free commercial intercourse. 
The general body of the consumers are provided with 
cheaper commodities, and the wealth of the country must 
be increased, because labour and capital are both rendered 
more productive. The principal argument which foroif^n 
protectionists still urge against free trade would be re¬ 
moved, if it is once clearly perceived that it cannot be any 
loss to a country to import commodities instead of pro- • 
ducing them. ' If commodities are imported, commodities 
of an equivalent value must be exported to pay for those 
which are imported. If, therefore, the introduction of 
free trade causes a nation to purchase commodities, in¬ 
stead of producing them herself, the aggregate wealth in 
the country cannot be diminished-labour and capital arO’ 
simply transferred from one industry to another; since, if 
a greater amount of commodities is purchased from foroic>‘n 
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In the present and preceding chapters the chief circum¬ 
stances connected with direct and indirect taxation have 
been briefly reviewed. Writers on taxation usually make 
a comparison of these two different systems, and attempt 
to balance the advantages and disadvantages of each. We 
think, however, that it is impossible fairly to make such 
a comparison, and the attempt may possibly lead to mis¬ 
chievous results. For instance, if it can be shown that 
direct taxation is more in accordance with Adam Smith’s 
four rules than indirect taxation, the proposition is at 
once propounded that the whole revenue of the State 
ought to be raised by direct taxation. Some of the evil 
consequences which would be produced if such a proposal 
were carried into practical effect have been explained in 
this chapter. Direct and indirect taxation are both re¬ 
spectively accompanied by certain defects and inequali¬ 
ties which can only be partially remedied. It is impos¬ 
sible to decide with certainty, whether the defect which 
may belong to a direct tax is comparatively of greater 
moment than another defect which may be inseparably 
connected with a tax on a commodity. Thus an income- 
tax may be reasonably objected to on two distinct grounds: 
in the first place, it taxes savings, and tliorefore dis¬ 
courages the accumulation of capital; in the second place, 
it cannot be accurately assessed with regard to certain 
classes of incomes. All, taxes on commodities are, how- 


arisen in a community where the wages paid are higher than those which 
I are received by the labourers of any other country. Moreover, in Australia 
1 the position of the capitalist is as satisfactory as that of the labourer for 
, in previous chapters it has been frequently remarked that in Australia 
I fertile land is so abundant, and as a consequence tho production of wealth 
j is carried on under such advantageous conditions, that profits as well 
, as wages are extremely high. It is therefore ovidont that the various 
i kinds of industry which flourish in that colony must be singularly re- 
I mimerative, and the community must incur a serious loss if protective 
duties should artificially stimulate certain trades, which would be loss 
wealth in proportion to the labour and capital invested in 
I them, than are the various branches of industry which are now carried on. 

I Hence here, as in every other case, protection would exert a mischievous 
I tendency to cause labour and capital to be transferred from one industry 
to some other which is less productive of wealth. In Australia tho ac¬ 
cumulation ^ wealth may be augmented almost without any assignable, 
Inmt, if a sufficient supply of labour is forthcoming; and the protectionists 
m th^ country should not lose sight of tho fact that their policy will make 
dearer, and will thus diminish tho advantages 
j-which a labourer will derive from emigrating to that colony. 





TaocM on Commodities and other Indirect Taxes. 


545 


ever, vSiilyect to certain imperfections whicli are peculiar 
to this particular kind of taxation. Thus a tax: on a com¬ 
modity can. he seldom made ad valorem, and therefore 
sucli a commodity as the tea which is purchased by a 
poor mati is far more highly taxed than the tea which is 
purchased by the rich. What test thor*efore will decide 
whetlicr the inecpiality conseepront upon the difficulty of 
making taxes on commodities ad valorem^ is of more 
serious morrumt than the discouragement which an in¬ 
come-tax places on the accumulation of capital ? 

It should moreover he rememhered that some particular 
section in the community must suffer a special injury, if 
tlie iiufnhmce of a tax is uncqtial and unfair. Inequality 
of ta,xa.tion really signifies that a tax takes an undue 
amount from some one class; it is therefore evident that 
all the ])m’iicular defects which belong to each tax would 
be iniunsi(i(ul, and would produce a concentration of in- 
equulKy with .regard to some one class of the community, 
if any tax should l)e so greatly increased that a large part 
of the, revenuii slionld be raised by it. For instance, the 
julv<)ca,Li‘.s of din.'.ct ta,xation would repeal most of the ex¬ 
isting laxt',s on (jotumoditios, and would substitute an in- 
c‘omt'.-tax in their place. An income-tax of. 4,9. in the 
]ioun<l would thus bo probably required, and such a tax 
could not be, raised without increasing the evil conse- 
(puauuxs of an income-tax in a far greater ratio than the 
incnuise iu tlu'. amount of the tax. Thus it is prolmble 
thal) our |.),reseiit income-tax docs not to any serious extent 
discom'age the a(‘.cumulation of capital. But an increase 
ol* the in(unu<.)-ta.x to 4,9. iu the pound woidd so powerfully 
(‘heck tlui fu.;cumul<ation of capital, that the production of 
wealth would bo greatly diminislied, and the wage-fund of 
the country would also bo so much decreased, that the 
•wjigvs of the labourers would bo considerably reduced. 
Again, if tlm chief part of the revenue of the state were 
raised by an income-tax, the inequality of taxation would 
1)0 greater than any existing at the present time, since 
CHvrtain classes, such as traders and manufacturers, can 
(escape a portion of the tax without much fear of detection, 
llcuco it seems it would be unwise to obtain the revenue 
of a country exclusively by cither direct or indirect tax¬ 
ation. 
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W E propose to discuss tlie land-tax in a separate 
chapter, because in some respects this tax differs 
in its incidence from all others. 

The Land-tax possesses a special, practical importance 
at the present time, for although it yields a very insigni¬ 
ficant portion of the revenue of this country, yet a largo 
part of the revenue of our greatest dependency, India, 
is provided by the taxes which are imposed upon land. 
The nature and incidence of the land-tax will bo clearly 
understood, by considering the mode in which the do¬ 
minion of Great Britain was established in India. The 
British traders who first settled in that country found it 
governed by a great number of petty rulers, who owned 
the soil, and derived their revenue by making tlieir sub¬ 
jects pay a rent, or tax, for permission to cultivate the 
land. The dominions of these native rulers were obtained 
by the English, either by annexation, or by con(|nest; 
and, consequently, our government gradually became 
possessed of a great portion of the soil of India, and could 
exercise over it the same rights of property as those whicli 
an English landlord exercises over his own estate. The 
government in India takes tiro place of individual land¬ 
lords, and the cultivators of the soil rent their land from 
the government instead of from private landowners. It, 
therefore, appeal’s that there is no real, but simply a no¬ 
minal distinction between a land-tax and rent, for in a 
previous chapter, it was shown that rent is the price 
which is paid for the use of an appropriated natural 
monopoly. If land has been appropriated by the govern¬ 
ment, then the price paid for the use of this appropriated 
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:uulurn iiionoiMily is iv(!(.nvo(l by the govenxment, and is 
a atu -tn_K. Jf, however, tlie price is paid to a 
pxnvuti^ itidiVKhinJ, then it is termed rent. 

hriim_ tliese ennsidenaions it is evident, that as far as 
tlu! eul(,ivrU,or.s ot the sod are, ooncemed, it can be a matter 
of no conse(iueu(^e \vha,i,ev(n- to thorn, whether tlxey pay a 
l;ui(l-tax to i\u'. Koveriinund., or whctlior they pay rent to 
j )nvAtc landowners. .1 lemu- a land-ta.v is no burden upon 
tdio cul(,ival,or, nor does this iiupo.st cause any loss to the 
rest of tlve (unninnnity. It tiun-cd'ore follows, that a land- 
tnx, UH oilgas li. does not avoeed a rack-rent, cannot in- 
oreaso the pnee. ol in-oduol/S radsed from the land, for those 
xvho grow the products would not sell tliom cheaper if 
i.hey paid rent to a private, landlord, instead of payiimthe 
BiUiie auiount io the gove.rumi'iit in the form of a laruf-tax. 
A hi,n<Id.aN eonsiMpn-ntly dilfers from a,11 other taxes, for it 
|)ossess('.'i I he exetdleiit (ina,]iiy of ]irovidiiig a large revenue 
for the slate wil.hoiit dimiuLshiiig the wealth of any clas.s 
in iho eomnumity. 'fhose, thend'ore, are completely in 
yri'or, who quote tiu' nggn'ga.te amount of taxation which 
in rai.sed in India, In ordi'r 1,o prove, how heavily the people 
<>f thal, eimni.ryare taxed. ,At least li),(l()(),()()()iper aimum 
i.s obtained in India hy the huid-ta.x, hut it would bo as 
iinr<'asoiui.l)l(' to eonsider this amount as a, burden laid 
vipon the. penph',_a,s It would be to consider that the whole 
ri'iit wliicli i.s p;ud to h'uglish hmdlords in this country is 
ji,n iuipo.st levied upon the cultivators of tlie soil. 

It is, howcvei’, quite, possible that a land-ta.x ma,yexceed 
n. ra.ide’i'enl, in anioimt, a,ml the ta,x. would, in this ease, 
incrcasi^ (he price of agrietdtura,! produce. Suppo.se, as 
un e.xample, tha,t our government sliovdd arbitrarily take 
j)nSHi‘s,sion of all (,he lauded properly ol'this country. Tlie 
English fa.rim>r would tluni rent li'is la,ml from the state, 
and not from [nivate individuals; the |io,sition of the culti- 
vulor would nianih'stly he unaifectiul by this appropria- 
i.iim of jmipcrly if rents were (hd.erinined then, a,s now, hy 
<u)inpctil,ion. 'I’he same rack-rent would, in fact, be paid 
by tIu! i'jirnmrs,_aml the. price of agricultural produce need 
in no way he iidluenci'd by such a transfer of property, 
lint l(d, us enquire what woidd occur if the government 
re.solved l.o levy a great,cr rout, in the form of land-tax, 
tliau the rack-rent which tlio cultivator previously paid. 
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Let it, tor iuHtani-e, be asHuiutKl that tlui g-eveniiueut leview 
5()()i!. a year i,ix land-tax from a fannnr -wliose rent ],iad 
1)0011 previously 4(KW. a year. It will be renanubored 
that a'rack-rent is ihi^ priec whieh is paid for the use of 
hind wheu rents are detennined by coinpidtiiioa, Binco, 
tlicuxdbre, Iree conii^ of eapital is snp})()S<Hl to exist, 

the fanner, after paying a rent of 4()()i!. a. year, will^ realise 
on the average of years the ordinary rate of proht upon 
jhis labour and eapital The extra lOO/. a year whicli it 
is assuvned the govivnnnent h'vies from him, be cannot 
afford to pay; or, iu other W()rds, tlui jn-yiuenb of tliiB 
additional sum will prm'out him realising* the ordinary- 
rate of profit u|)()n Ids hibour and <'a|)ilal, unless he 
is cornpensatxHl by a rise in tbo pri<;e of agricultural 
produce. No class of traders will, howa^vm*, continue an 
occupation if it is permanently h‘ss pnifita-ble tlian otlicr 
hra.nehes of industry ; hence it is impossible for ii land-tax 
to I'xcecd a rack-rent in ainouut without piroducfing a rise 
in tlu\ pri<H‘. of agricultural |,>roduco. Jt thm:e.foro follows 
that all tluvt port,ion of a land-tax whicli exceinls a rack- 
rent in amount is really eontrihutoil by the consumers of 
agricultural prodiux), since the [irico of such produce is 
jncn‘a.scd. 

()thcr (Rtnsiihnutiiius show, that when a l;uul-ta,x exceeds 
a rack-rent in aniount, a, (’ouulAa-a.cting iniluence is brought 
into operation which diminlslu's tlie aggn^gatc reveniie 
which the lancl-tax yields. Lor it is evidmit that the ini- 
portation of agricultiiral prodmu^ will be tmenuraged, if the 
price of such produce is artilicially ra-istsl in tlie home 
market by an excessive huid-ta,x. Ihit if an increasetl 
amoimt of produce is imported, a diminished quantity of 
produce will he grown in the country itself Directly,, 
therefore, a land-tax is greater in amount tlian a rack-rent, 
a tendency is exerted to throw land out of cultivation. 
This tendency will continue if the land-tax is increased, 
and thus the area of land from whicli the tax: can be levied 
will bo gradually restricted. 

Tlie land-tax which exists incur own country forms only 
a very small part of the rent which is paid to private land¬ 
lords. Such a tax should properly ho considered to denote 
that the state has reserved a small pecuniary share in tlie 
ownership of the soil The relative value of the shares 
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which, the landowner and the state respectively possess was 
very different formerly to what it is now. The land-tax 
in our own country has long since been commuted for a 
fixed money payment, and the tax has consequently not 
increased with the enormous advance in the value of 
landed property. As far as the cultivator is concerned, it 
makes no difference whether he pays the land-tax or not,' 
because if it is arranged that the tax should be levied 
from him he manifestly pays so much less rent to the 
landlord. As before said, such a land-tax as that which 
exists in England merely denotes the fact, that the state 
possesses a certain pecuniary interest in the soil; and it is 
therefore evident that both the profits of the cultivator 
and the price of agricultural produce must be the same 
whether the land-tax exists or not; or, in other words, 
whether th‘e state has, or has not, reserved for itself a 
certain right of property in the soil. It would therefore 
have been a fortunate circumstance for the nation if the 
land-tax in this country were greater in amount than it is 
at the present time. It would now, however, be an unjust 
confiscation of property to increase the land-tax.; such an 
augmentation of the tax would be paid entirely from the 
rent of .landowners, and would therefore he as indefensible 
as any other impost levied upon one special class. Bat 
it would have been a boon to the tax-pa^ung community , 
if, when the land-tax was first imposed, its amount had 
been fixed not at a certain sum of money, but at a 
certain definite proportion of the value of the land. If 
this arrangement had been adopted, the amount which 
the land-tax yields to the revenue would have been con¬ 
stantly augmented in proportion to the increase in the 
value of the land; the amount of revenue thus raised, 
though constantly augmenting, would he felt as a burden 
by no class, because the land-tax is, as it were, spon¬ 
taneously provided by the appropriation of a natural 
monopoly; therefore the tax will yield a larger revenue 
as the value of this monopoly increases. 

The tithe which exists in this country ys essentially a 
land-tax, and was originally equivalent in value, as its 
name implies, to one tenth part of the produce of the 
land. The tithe has not been usually termed a land- j 
tax^ because it was originally appropriated to religious j 
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purposes, and consequently did not form a part of the 
general revenue -of the state. Only an inconsiderable por¬ 
tion of the tithe>s in this country has since the Eeformation 
served as a religious endowment, for tithes are now gene¬ 
rally possessed by private individuals like any otlier kind 
of property. A tithe is in fact a rent-charge upon landed 
property, and this rent-charge is frequently not possessed 
by the owner of the land. As far as the cultivator is 
concerned, it. manifestly can be a matter of no coirse- 
queiice whether such a rent-charge does or does not exist. 
If the land which he cultivates is tithe-free, the whole 
amount w^hich he pays for the use of it wall bo regarded 
as rent; if, however, the land should be subject to a tithe, 
the amount wdiich the cultivator pays for the use of tlie 
land will be the same as it would be if the land were 
tithe-free; but the wdiole of this amount will no longer be 
considered as rent, for it will be shared between the land- 
owner and the tithe-proprietor. 

The tithe, like the land-tax, would be now very insig¬ 
nificant in amount, if it Inrd been originally commuted at 
a fixed money payment. Previous to the Ifitlie Commuta¬ 
tion Act, which was passed in 1837, the tithe wms assessed 
as nearly as possible upon the principle of making it equi¬ 
valent in value to one-tenth of the produce of the land; 
the tithe consequently increased as the value of landed 
property increased, for the tithe would manifestly be aug¬ 
mented if the productiveness of land increa^sed, or if the 
value of agricultural produce advanced. Tlio main object 
of the Tithe Commutation Act was to facilitate the assess¬ 
ment of the tithe, and the amount which is now annually 
paid as tithe is determined by the average price of corn 
during the previous seven years. It is quite possible that 
tithe-proprietors may be ultimately injured by tliis com¬ 
mutation. The amount at which the tithe is now assessed 
being solely determined by the price of corn, it is evident 
that the tithe'proprietor is not benefited by a rise in the 
price of stock. In this work the opinion lias been fre¬ 
quently expressed that stock is destined to become re¬ 
latively much dearer than corn, becaUvSe stock must be 
always difficult to import, whereas the area from which 
corn is obtained is rapidly extending. A tithe therefoiX‘ 
j constantly represents in value a smaller proportioxi of the 
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whole value of the produce raised from tlie land, if the 
amount at which the tithe is assessed is not influenced by 
the rise in the value of stock, but is solely determined by 
the price of corn. 

A tithe proprietor under ’ the present commutation 
derives no benefit from the increased productiveness of 
land. Improved methods of tillage may double the 
produce which is raised from a farm, and yet the tithe 
paid upon it will not be increased, unless there is a rise 
ill the price of corn. It was no doubt with great force 
iir^^ed by the promoters of the tithe commutation, that a 
tit?ic-proprietor ought not to share with the landowner 
the additional produce which results from superior agri¬ 
culture. It was, for instance, maintained that the land is 
rendered more productive by the expenditure of capital 
upon it, and it would therefore be unfair that the tithe- 
proprietor should be benefited by an outlay of capital 
, which has been entirely contributed by the landowner. 
It was moreover argued that the admission ^ of this claim 
on the part of a tithe-proprietor might seriously impede 
af^ricultural improvements, since landowners would be 
reluctant to invest capital if others were to share with 
them in the advantages of the outlay. 
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CHAPTER V. 


THE POOE-LAW AjSTD ITS INFLUENCE ON PAUPEEISM. 


W E have had frequent occasion to refer to the extra¬ 
ordinary increase in -wealth -which has taken place 
in England, during the last quarter .of a centiuy. Eoj. 
some time it appeared that an increase of -ftmalth had no 
effect -whatever in diminishing pauperism; on the con- 
trary the number of paupers steadily advanced -with the 
groiving "wealth of the country. Since 1871 up to the 
present time, (1874), there has been some diminution in 
pauperism; it is, however, difficult to decide whether the 
tide has really turned, or whether the growth of pauperism 
has simply received a temporary check. Whatever may 
be the opinion held on this point, it is certainly of the 
first importance to endeavour to explain the causes which 
have produced such wide-spread pauperism in one of the 
wealthiest countries of the world. 

It has been frequently asserted that there is more 
pauperism in England than in any other country. It is 
difficult, with certainty, to prove whether or not we pos- 
I sess this unenviable pre-eminence. Our statistical returns 
ot misery are perhaps exceptionally accurate. It also not 
improbably happens that the painful impression produced 
by the poverty existing amongst us is intensified, because 
It is so frequently contrasted with profuse and wicked ex¬ 
travagance: but without expressing any positive opinion 
as to the relative amount of pauperism existing in different 
countries, it is sufficient to say that at the present time 
the pauper question is, in England, one of the gravest of 
economic problems. 
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tion has a right to demand maintenance from the poor- 
rates ; secondly, relief is voluntarily administered by an 
almost countless number of private charitable institutions. 
We shall attempt to trace some of the effects which result 
from each of these systems of assisting the impoverished. 

The English are the only people who have ventured to 
incur the grave responsibility of proclaiming that everyone 
possesses a legal right to be supported from the rates. 
The adoption of such a principle of national policy must 
be fraught with consequences of the utmost importance. 
It is evident that if the relief which can be legally claimed 
were admmistered with carelessness, or were granted too 
profusely, pauperism might become a desirable occupation, 
and the people who were supported by rates might be better 
off than those who lived by honest toil. If our poor-law 
exerted any such influence as this, it is certain that the 
country would be ruined; nothing, in fact, could avert 
national bankruptcy. At the beginning of the century 
such a danger seemed impending, for pauperism was 
steadily encouraged by the method of relief which was 
adopted. At that time rates were often applied in such a 
manner as to offer a direct reward to improvidence. _ It 
was then the custom for parochial authorities to give 
grants to able-bodied labourers, if their wages were in¬ 
sufficient adequately to maintain them. The amount of 
these grants was proportioned to the number of children 
a man happened to have; those, therefore, would generally 
obtain the most who had been most improvident with 
regard to marriage. This system exerted much the same 
inluence in encouraging imprudence and in stimulating 
an undue increase of population, as if employers were to 
pay their labourers, not according to the amount of work 
done, but in proportion to the number of their children. 
■■J'hese grants in aid of wages not only caused incalculable 
mischief, but rates when applied to such a purpose were 
really dishonestly appropriated; the wages of labourers 
were, in fact, only in part paid by those who employed 
them, the remainder being obtained^ from the ratepayers. 
If any one profited by the system it was the landowner; 
for when wages are low, farmers can afford to pay higher 
rents. The gain, however, to the landowners was more 
apparent than real, because it is upon them that a con- 
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siderable part of tlie burden of increased rates falls; an 
the gain, whatever it might have been in the first instanci 
was purchased at an enormous ultimate cost. This countr 
is still feeling the effects of the stimulus which was the 
given to improvidence; and when landowners coinplai 
of the excessive rates which are now imposed, they shoul 
remember that no small portion of the poverty prevailin 
in the rural districts is to be traced to the encouragemer 
to pauperism which was given by their forefathers. It j 
difficult to trace all the pernicious influences which wei 
exerted upon the labourer by these grants in aid of -wacrei 
All independence of character in him was destroyed; h 
was bound, as it were, hand and foot, to the authoriti^ 
from wffioni he obtained a portion of his maintenance 
so little freedom of action did he possess, that he migb 
be regarded as a serf attached to the soil. A combins 
tion of evil influences was thus brought to bear to de 
press and degrade the labourer, and the present unsatig 
factory condition of large sections of our population is 
proof that the mischief arising from the old stafe of thins 
has not passed away. 

But pernicious as were these grants in aid of wmgei 
there were probably other circumstances connected wit 
our system of poor-law relief which produced even moi 
disastrous results. It is well known that the celebrate 
Act of Elizabeth was our first poor-law. This Act nc 
only conferred upon every individual a legal claim to b 
supported, but it also asserted a principle fraught with th 
most momentous consequences; that the relief should b 
parochial, or, in other words, that each individual shoul 
have a claim to be supported by the parish to which h 
belonged. The adoption of the principle that each paris 
should support its own poor necessitated the passing < 
many complicated Acts, which sought to determine whf 
constituted ‘belonging to any particular parish.’ Thes 
Acts were known as the Laws of Settlement. In the firs 
instance, it was affirmed that no one had a claim upo 
any parish except upon the one in which he was bon 
Parochial authorities were consequently tempted to preven 
any new comer from settling in their parish; for even : 
they could discover the place in which he was born, the 
might have the expense of sending him back to his ow: 
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parish in the event of his applying for relief. The circula¬ 
tion of labour was almost prohibited^ and incalculable loss 
Avas inflicted both upon employers and employed. In one 
district there was often a superfluity of labour, and in 
another district a corresponding dearth. Trom time to 
time remedial measures were attempted; thus, in the 
reign of William III., an Act was passed which pern^itted 
parish officers to grant certificates, stating the particular 
parish to which an individual was chargeable. The pos¬ 
sessor of one of these certificates was more likely to be ad¬ 
mitted into any parish where he was anxious to seek 
employment; but grave hardship was still inflicted upon 
the labourers; they had not the power to claim these 
certificates as a right, and therefore the parish authorities 
would often refuse to grant them, fearing that the migra¬ 
tion of labour might tend to advance its price. It seems 
that no effectual remedy either was or could be applied; 
and Adam Smith, in his "Wealth of Nations,’ asserted 
that there was probably no artizan of forty years of age 
who had not suffered from the law of settlement. As time 
went on, more and more injury was inflicted on the coun¬ 
try by our poor-laws. ’ Allowance in aid of wages and 
recklessness in granting out-door relief were gradually 
pauperising the country, and the rates, which were con¬ 
stantly increasing, absorbed a large portion of the profits 
of industry. At length it became evident that something 
decided must be clone, and in the year 1834 a most im¬ 
portant Act was passecl, which is known as the New Poor 
Law* The chief characteristic of this Act was the dis¬ 
couragement of out-door relief. Guardians obtained the 
power to refuse out-door relief altogether; if any person 
applied for relief, the guardians could compel the appli¬ 
cant to become an inmate of the workhouse; and resi¬ 
dence in the workhouse is usually regarded as a kind of 
imprisonment. 

It was no doubt intended that under this New Poor 
Law in-door relief should be the rule and out-door relief 
the exception* This was the principle on which the Act 
was for some years administered, and as long as this 
policy was continued, so decided a check was given to 
pauperism that the number of paupers steadily dimi¬ 
nished, IJnhappily, however, parochial authorities soon 


BOOK IV. 


The New 
Poor Lam 
ofUU 
discourag¬ 
ed out-door 
relief. 






556 * ' Manual of Political Economy. 


BOOK IV. 
CH. V. 


The social 
effects of the 
poor-law. 


I adopted so different a method of administering relief that 
j out-door relief became the rule and in-door relief the 
exception. At the present time the out-door paupers ex¬ 
ceed the in-door paujaers in the proportion of eight to one. 
The preference which is thus shown to grant out-door 
instead of in-door relief is, no doubt, partly prompted by 
notions of false economy, and partly by sentiments of mis¬ 
taken kindness. It is thought that in-door relief is more 
expensive because the average cost of maintaining an in¬ 
door pauper exceeds the cost of maintaining an out-door 
pauper. The saving which may thus in the first instance 
be effected is most dearly purchased. All experience 
shows that out-door relief gives so powerful a stimulus to 
pauperism that the cost is ultimately far greater than it 
would be if the principle were adhered to of making 
in-door relief the rule and out-door relief the exception. 
It also, no doubt, frequently happens that out-door relief 
is preferred to indoor relief from the feeling that the poor 
are somewhat harshly dealt with if they are compelled to 
enter a workhouse instead of receiving relief in their own 
homes. 

It cannot, however, be too constantly borne in mind 
that the majority of those who obtain parochial relief 
have either brought poverty on themselves by improvi¬ 
dence and intemperance, or have not taken proper precau¬ 
tions to ward it off. It must also be remembered that 
poor-rates never reward the industrious; in fact, relief is 
almost forbidden to those who have done something to 
help themselves. Two individuals, Kobinson and Smith, 
are fellow-workmen, earning the same wages, and each of 
them has a family to maintain. Kobinson is thrifty, and 
is resolved not to be dependent upon others. Through 
careful saving, he sets aside enough to purchase a small 
annuity, upon which he maintains himself when he is too 
old to work. Smith is a very different man, he lives 
recklessly, never thinks of the morrow, is a frequenter of 
the public-house, and,^ never having saved a shilling, finds 
himself penniless in his old age; he therefore claims sup¬ 
port from his parish; possibly three or four shillings each 
week is granted to him in the form of out-door relief. 
Robinson never gets a farthing from the rates.- A shilling 
^ or two- a week, added to the small annuity which ■ he has 
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obtained by tlie exercise of self-denial, would give Mm 
ixiucli additional comfort and happiness; but if he ven¬ 
tured to make such an application for assistance, the 
parochial authorities would say, 'You are the possessor of 
an annuity, which though small, is sufficient to keep you 
from starvation, and we cannot grant you a farthing from 
the rates/ He might reply, ' My neighbour Smith, who 
bad in past years the same opportunity of saving as I 
have had, is receiving each week three shillings from the 
parish, and I only ask for one shilling/ The parochial 
authorities would rejoin, 'You, Robinson, have been so 
prudent that you can just manage to live without any 
assistance from us, and thei’efore we shall give you no¬ 
thing; your neighbour Smith has been so intemperate 
and so improvident that we shall support him until he 
dies/ 

Cases analogous to the one just described are of daily 
occurrence; in fact, they denote a leading characteristic 
of our poor-law system. Thousands, consequently, in 
whom it is most important to promote prudential habits, 
are discouraged from making any self-sacrifice, when they 
observe that the parish does nothing for the industrious, 
whereas it creates a refuge and an asylum for those who 
have spent their resources improvidently, or who have 
wasted their substance in drink. But the injustice of 
the system does not stop here. The working man often 
finds that the small savings which, he has accumulated 
with so much difficulty are taxed and rated in order to 
provide support to those who are reckless and unthrifty. 
He may, for instance, fairly say—'Is it not unjust that I 
should have to pay this money ? Many of those who are 
supported by rates ought to have been better off than I 
am. There is a neighbour of mine who, although too old 
for work, has to support a large young family, because he 
married a second time when advanced in life. This man 
will soon liave to go upon the parish, and is it not hard 
tliat I should be taxed in order to maintain one who 
commits such an act of reckless folly ? Such sentiments 
as these not only command sympathy, but deserve most 
careful attention. It may, perhaps, he thought that out¬ 
door relief is so scanty, and life in the workhouse is so 
much dreaded, that those who become paupers really 
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sink into this condition from circumstances which the^ 
cannot control. Some there are, no doubt, whose wage 
are too small to enable them to make any adequate pro 
vision against old age or sickness. Others are reduced t( 
poverty by unforeseen and unavoidable accidents; auc 
those who impoverish themselves are usually made intern 
perate and improvident by the force of early associations 
and by defective education. But admitting the truth o 
all this, the question still remains, • What influence hav( 
the poor-laws in making the remuneration of somt 
labourers so small that they cannot save sufficient t( 
provide a maintenance for themselves in old age V Om 
system of parochial relief may exert a most pernicious 
influence upon a man’s character, although at the tiirn 
when he is making an improvident marriage, or is livinc 
intemperately, he does not calculate the assistance h( 
may ultimately derive from the rates. 

Our agricultural labourers afford a melancholy example 
of wages being so small that saving is rendered almosi 
impossible. A married man with only 125. a week h 
insufficiently provided with many of the necessaries o. 
life, and if he attempted to save, he would have to de¬ 
prive himself or his family of either food, fuel, or clothing 
which they urgently require. But it has been previousl} 
remarked that the vicious system of granting parochia 
relief which formerly prevailed in the rural districts, haf 
done much to reduce the agricultural labourers to theii 
present low condition. Improvident marriages wei'e en¬ 
couraged, over-population resulted, wages were reduced 
and the people were thus ^adually accustomed to submil 
to a low standard of material comfort. The improvidence 
has continued after many of the agencies which origi- 
nally promoted it have been modified. Children imitate 
the example of parents, and the habits of impi'iidence 
which were fostered by the allowance system remain 
although that system has ceased to operate. The help¬ 
lessness and the dependence which are such chai'acter- 
istic faults of our rural population have been inherited 
from those times when men were taught to rely more 
upon the parish than upon their own efforts. If the 
Dorsetshire labourer had more spirit and more self- 
reliance, he would soon insure an advance in his wages, 



559 


Tlie Poor-Law and its Influence on Pauperism. 

Jle would not consent to drag out a miserable existence 

dn 12s. a week, when he could obtain for the same ■ ■ 

kind of work in Yorkshire or in Lancashire forty or 

kfty per cent. more. If he bad a little more knowled^'e 

and a little more enterprise, he would at once decide to 

emigrate if he could not live in adequate comfort in 

his own country. 

Believing as we do that the poor-laws have not only' Oaglt 
exerted a most baneful influence in the past, but are! . 

also at the present time offering a most serious encoii-1 
ragement to improvidence, the question may be asked, | 

'Would it be^ wise and just to abolish the legal claim! 
to he maintained which every one now has? To this! 
question it may at once be replied, that it would be • 
neither wise nor just to introduce such a fundamental; 
change precipitately. The country ought to have due' 
warning, so that adequate preparations might be made 
to meet the new state of things. The abolition of paro¬ 
chial relief ought to be carried out gradually, and should 
form a part of a comprehensive scheme of social and 
economic reform. The condition of the people is made 
what it is by the operation of a great variety of agencies, | 
which act and react upon each other; it is this which j 
makes it so necessary that our statesmen should rely upon i 
systematic and not upon isolated measures. To show | 
how intimate is the connection between various social i 
agencies, it may be sufficient to remark that ignorance I 
is one chief cause of poverty, and that poverty exerts i 
a powerful influence in making the education of the | 
people defective. As another illustration we may | 
refer to the fact that parochial relief has done much j 
to lower the condition of the people, and until their 
condition is raised, they cannot do wuthout this relief. 

It would, therefore, be unwise to abolish parochial relief 
until agencies have been brought into operation to ele-! 
vate the social condition of the country. If, for instance,' 
it is assumed that the State will in future permit large 
sections of our population to grow up in ignorance, the | 
abolition of parochial relief will, under such circum¬ 
stances, be rendei'ed impracticable. Those who are sunk 
in ignorance will not, as a general rule, be sufficiently 
provident to render themselves independent of extraneous 
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snjDport: for thrift and foresight imply a certain amount 
of moral development whicli rarely exists in the absence 
of mental cultivation. It is therefore hopeless to expect 
that oiir poordaws can be abolished until one generation 
has been brought under the influence of a comprehensive 
system of national education. 

It is well that people should, as soon as possible, be 
accustomed to the idea that manifold evils result from the 
claim which is now possessed to demand maintenance as a 
legal right; the abolition of this right ought therefore to be 
anticipated as a more than probable contingency. Unless 
some such warning as this is given, adequate preparations 
will never be made to meet the new state of things. Every 
man neglects a clear and important duty if he does not, in 
the absence of other means of subsistence, use every effort 
to support himself and his family by his own labour. It 
may be objected that many who are sincerely anxious to 
discharge this duty have not the requisite means; wages 
are too low, employment is too uncertain, the cost of living 
is so great, that men even in the vigour of life find that 
they have nothing to spare: how then is it possible to 
make a provision for old age, for sickness, or for various 
casual misfortunes which are liable to arise from financial 
panics and depressed trade ? But those who raise these 
objections should remember that vast numbers who, at the 
present time, do not save, could save if they had the incli¬ 
nation to do so. Millions are annually spent, not in the 
purchase of a reasonable quantity of wholesome beer, but 
in excessive drinking. A man who works hard may be 
benefited by a moderate use of sound beer, but nearly the 
whole of the vast amount which is expended in spirits is 
money worse than wasted. If one half of the outlay thus 
incurred by working-men were each year set aside to 
purchase annuities, and if the other half were devoted 
to life insurance, no inconsiderable proportion of our in¬ 
dustrial population would be able to procure a comfortable 
competence in old age, and would leave behind them an 
adequate amount to maintain their widows and children. 

The economic and social condition of England ought to 
be regarded as radically unsound and unsatisfactory until 
it becomes the custom, and not, as it is now, the exception, 
for working men to insure their lives, and to provide 
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themselves with annuities for their old age. The acquisi¬ 
tion of these habits of prudence is discouraged not only by 
the whole tone of public opinion, but also by the sentiments 
of professed moralists. Those who aspire to be popular, 
are never tired of proclaiming that every man has a right 
to live, and that the State ought to find work for those 
who need employment. Sympathy, moreover, is ever 
readily extended to those who are said to be so unfortu¬ 
nate that they have a wife and a numerous family without 
anything to keep them upon. Whilst such doctrines as 
these obtain acceptance, wages must remain low, and 
pauperism will continue to afflict the land. Those who 
say that the State ought to find work for all who need it, 
should inquire from what source the State will obtain the 
wages to pay all those who may demand employment. 
The State has not inexhaustible coffers, which are kept 
ever full by the bounty of nature, and from which riches 
spontaneously flow, as from a perennial fountain. Every 
shilling which the State expends represents considerably 
more than a shilling taken from the aggregate body of 
tax-payers who compose the nation. It is an old saying, 
that taxes keep out of the pockets of the people far more 
than they yield to the national exchequer. It, therefore, 
would probably be- necessary to diminish the wealth of 
the nation by at least '6,000,000?., in order to obtain 
6,000,000?., as a capital wherewith to employ State 
labourers. Can it be supposed that capital procured 
in this costly way would return the ordinary rate of 
profit? A private business carried on under these con¬ 
ditions would inevitably fail. Governments have hitherto 
proved themselves to be the most wasteful and unsuccess¬ 
ful traders. Labourers would apply to the State for work, 
when individual capitalists could not employ them profit¬ 
ably ; but, if this were the case, how much less profitably 
could they be employed when under the comparatively 
irresponsible and incompetent supervision of some Govern¬ 
ment department! If the plan of giving work to aU 
applicants were fully carried out, our industrial popula¬ 
tion would lose self-respect, and soon become demoral¬ 
ised ; many of them would cease to attribute any con¬ 
sequence to a dismissal from an employer's service, for 
they would feel that they could always fall hack upon 
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the State. Under existing circumstances it behoves every 
one carefully to consider the particular nature of his own 
trade; in those employments which are precarious, higher 
wages are paid, and a portion of these extra wages ought 
to be set aside as a reserve fund. But what need would 
there he for this prudence if each individual could de¬ 
mand work from the State immediately his trade became 
temporarily depressed ? It no doubt seems hard that 
men who are anxious to work should be compelled to 
remain idle. But sometimes it is necessary to act with 
apparent harshness, in order to prevent in the future 
the existence of an increased amount of human suffering. 
It would be well if it were more frequently remembered 
that the functions which the statesman has to discharge 
to society are often analogous to those which the physi¬ 
cian fulfils to the individual. A surgeon who, in order 
to save a patient some temporary pain, hesitates to re¬ 
move a source of future suffering, does not deserve to be 
praised as a kind man, but ought to be severely censured. 
In the same way it is equally true that a statesman who, 
from a sentiment of mistaken kindness, does not strive to 
check, but rather encourages the causes which produce 
such a social evil as pauperism, is really an enemy to man¬ 
kind, although his intentions may be good and his motives 
excellent. Thus it would be an agreeable act of generosity 
to give work to all who needed it; but such a policy oucrfit 
to be firmly resisted, for it would ultimately intenSfy 
and augment the evils which in the first instance it 
alleviated. Men would seek employment from the State 
when they could not obtain it from private individuals - 
or, in other words, the State would be appealed to when the 
supply of labour exceeded the demand. The State would 
be justified, in granting this aid if, by its agency, the 
supply of labour would be ultimately equalised to the 
demand; but such Government intervention, instead of 
creating this equilibrium, would in a few years widen the 
difference between the supply and the demand. People 
who cannot obtain work will very probably emigrate, and 
in this way a portion of the surplus labour will be drafted 
off. Again, those who are unemployed cannot afford to 
marry; statistics, in fact, conclusively prove that the num¬ 
ber of marriages varies with the prosperity of the labour-^ 
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ing class. The supply of labour would contimie perma- iv. 
nently to exceed the demand for it, if the State undertook ^ . 

to find employment for all applicants; the two sources of 
relief would he checked; emigratira would be discouraged, 
and population, instead of being restrained, would be 
stimulated. 

Some who agree with the observations which have just Govern- 
been made may be inclined to think that the Government 
ought to find employment in times of occasional depression, during tu 
Jew would presume to assert that in no case would such a cotton 
policy be justifiable: our object is rather to show that the 
cases which warrant such Government interference are perma- 
much less frequent than is usually supposed. Lancashire, 
during the cotton famine, will be very probably considered 
to present a case in which the advantages of Government 
intervention can scarcely be disputed; but there are some ■ 
considerations which ought to make us pause before we 
conclude that the Lancashire operatives derived any per¬ 
manent benefit from the pecuniary assistance which the 
Government rendered them. It must be remembered 
that, during the American civil war, there was no marked 
decrease in the aggregate production of manufactured 
goods throughout the United Kingdom. What was lost 
by Lancashire was to a great extent gained by other 
localities; the wmollen, the worsted, the jute, and the linen 
trades became unusually prosperous; Leeds, Bradford, 

Dundee, Belfast, and other towns rapidly advanced in 
I wealth. If, therefore, affairs had been permitted to take 
a more natural course, a great number of the unemployed 
Lancashire operatives would have migrated to these locali¬ 
ties, where their labour was particularly required. As it 
was, the loans obtained from Government encouraged 
these operatives to remain in their own county in a state 
of semi-starvation. The mischief thus done continued 
to operate for many years after the cotton famine had 
\ ceased. Lancashix'e for a long time had mare labour 
than she needed, and manufacturers were obliged to 
work their mills on short time. It therefore appears 
that the policy that was pursued not only increased the 
sufferings of the people during the cotton crisis, but im- 
" peded the return of prosperity. 

It must moreover be borne in mind that each time the 
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i Government interferes^ an influence is brought into * 
' tion which makes the people rely less upon thei: 
efforts. It is now most painful to observe, that i 
diately any adverse circumstance occurs, our artizans 
no reserve fund to fall back upon. England’s con 
cannot be satisfactory while so large a proportion < 
working classes literally live from hand to mouth. 

It would often be necessary to travel many miles ' 
an agricultural labourer could be found who had 
even a few shillings; but it appears that others b 
our worst-paid labourers are living in this precariouj 
A short time since paragraphs appeared in the 
papers, stating that London builders, in consequenc 
temporary depression in trade, were obliged to disc 
many of their hands; within three days these men 
parading the streets, and were asking the public ' 
lieve their dire necessities. Misfortunes may* some 
happen, so overwhelming and so unforeseen, that 
who are overtaken by them ought either to be Ij 
by the Government or assisted by private charity, 
everything ought to be done to make the peoph 
that they must expect such assistance only in the 
exceptional cases. 

Private charity frequently produces a more demox^a 
effect than bounties obtained from the State; thos< 
have money to spare find it far more agreeable to give 
of it away than to take the trouble carefully to inves' 
the purposes to which it is devoted. A man, for instan 
subscribing lOOOZ. to some charitable society, eases hi 
science, and enjoys the pleasure of seeing his act of be 
lence widely adyertised. If our charitable institutions 
closely scrutinised, few of them would be found to 
the maxim that those alone ought to be helped who 
striven to rely upon self-help. It often happens the 
most hypocritical obtain the largest share of private 
factions; those who are too independent to beg, freqr 
remain unaided and unnoticed. It also usually c 
that the most earnest appeals for assistance are ma( 
behalf of those who have committed some wilful i 
improvidence. There is no one, for instance, who is 
posed to have so strong a claim upon public sympat 
a clergyman, who has to maintain a wife and a.very 
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family -upon. an. annual income of lOOL Those who exert 
themselves to assist such, a man virtually give a bribe to 
improvidence. If a more healthy tone of public opinion 
prevailed, society, instead of rewarding, would most se¬ 
verely condemn a naan who brings children into the world 
without the means of adequately maintaining them. 

It has been shown in a very able pamphlet by Dr. 
Hawkesley, that the amount annually given away in 
charity in London is more than 5,000,000?. Scarcely any 
part of this sum rewards the frugal and the industrious; 
by far the largest portion of it, by being bestowed upon 
the improvident, exerts a direct tendency to increase and 
pei*petuate povert}^ 

In 1869 the proprietors of the Times newspaper^ ren¬ 
dered a most signal service to the public by publishing 
a synopsis of a great number of London charities. Mr. 
Hicks, who so ably conducted this investigation, carefully 
examined the accounts of some charities whose combined 
ingome exceeds 2,000,000?. annually. Some of the facts 
he disclosed are extremely startling. The accounts of 
many charitable societies are so loosely kept that they are 
absolutely worthless, and, in many cases, a- great portion 
of the amount annually subscribed is expended in agency 
and in the cost of collection. The Times significantly 
remarked: ‘"It must be considered, in fact, condemnatory 
of the whole system, that a quarter of the contributions 
of the public should be swallowed up in agency. The 
charity of the public is seen flowing on all sides, but 
there is no reservoir, no regular channel. The stream 
is dissipated in little rivulets, and wasted in innumerable 
small conduits.” 

Not a few of those who give money for charitable 
purposes are desirous to secure some posthumous fame. 
They therefore decree that, for all time to come, a sum of 
money shall be annually applied in some particular way 
with which their names shall be associated. The condi¬ 
tions which are imposed upon those who obtain these 
benefactions often exhibit the strangest freaks of folly, 
vanity, and superstition; old men and women receive a 
certain quantity of bread or money if they attend church 
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regularly; thus tempted, poor decrepid creatures, in the 
most inclement "weather, drag their weary limbs to church, 
and sit shivering through a long service, though often they 
may be too deaf to hear a single word that is spoken. 
Some unknown person supposes that his name will be 
handed do"wn to posterity as a good and pious man, be¬ 
cause he compels people to go through this cruel farce. 
Sometimes almshouses are buUt, and, in these, men are 
supported who have been too improvident to save; and in 
other cases a maintenance is given to widows whose 
husbands have been too imprudent or too self-indulgent to 
insure their lives. Where there is one successful appli¬ 
cant for this kind of relief, there are probably scores who 
are unsuccessful, and these live in a miserable state of 
suspense. The most shameful jobbery has often been 
associated with the administration of these endowments; 
sometimes the trustees of charities have gi'anted favourable 
leases to their friends and relations; sometimes a more 
petty kind of meanness has been practised;—an influential 
person has secured a charity for some old servant who, by 
rendering his master a long life of faithful service, ought 
to have had the strongest claims upon his private gene¬ 
rosity. Many of these abuses have been corrected since 
the Charity Commissioners were appointed in 1853; but 
there are many grievances still remaining unredressed, and 
the greatest advantage would result from investigating all 
the charities of the kingdom, with a view of organizino- 
them according to some systematic plan. ° 

In numerous instances, primary and secondary schools 
might be supported by consolidating benefactions, which 
now often produce far more mischief than good. The 
carrying out of such a policy would moreover be a practical 
adoption of the important principle, that no one should be 
permitted to decide the particular purposes to which pro¬ 
perty should be permanently devoted. When land or 
money is bequeathed to private individuals, a control can¬ 
not be exercised over it for more than two generations. 
Thus an estate may be disposed of by will to any number 
of living persons, and for twenty-one years after the death 
of the survivor; but if it were attempted to arrange the 
disposal of the property for a longer period, the bequest 
would become illegal, and therefore void. There can be no 
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valid reason wliy people should he enabled to exercise a j 
perpetual control over property which they wish to appro- ! 
priate to charitable purposes. 

In the remarks which have just been made, there has 
been no intention to express any opposition to the ex¬ 
ercise of charity. We have simply striven to show that 
gifts or bequests which are made from the kindest and 
most generous motives, if inconsiderately employed, often 
produce grave mischiefs. An individual is bound to con¬ 
sider carefully what will be. the effects which will re^lt 
from any charity which he may wish to dispense. Ex¬ 
perience has shown that it is not always wise or safe to 
place implicit confidence in benevolent intentions.^ It 
ought also to be constantly borne in mind, that as it is 
impossible to foresee the social wants of the^ future, no at¬ 
tempt ought to be made to trammel posterity by devising 
rigid rules for the administration of a particular bequest. 

The abuses which are associated with the administration 
of private charities may be thought to furnish a strong 
argument in favour of our poor-law system. It may, or 
instance, be said, that these and kindred abuses would e 
greatly intensified if poverty could obtain only casual an 
uncertain relief, derived from private benevolence. e j 
clever beggar and the skilful impostor would thrive . 
the alms of careless and credulous donors; whereas thou- ^ 
sands who w'ould not beg would die from ! 

heeded and undiscovered. It must, however, he re ^ 
bered that England is the only country m ^ 

can claim maintenance as a legal nght- It , p P > 
he unfair to make a comparison between 
new countries, such as the United States 
which possess boundless tracts of 

hnt turning to the Continent, it will W^t m 
France and in Prussia there are ™ ® 

our own, and these countries show that 

to have a poor-law to prevent wudespread sta^^ioj ^ 

London, in proportion to the 

die from want and exposure as in P^s or Beri . e 
over, in England we suffer from tt? 
both from private and parochial rehe , o 

have most burdensome poor-rates yet at the ^ ^ 

Sire is probablyno CQuntry in which so much is annuallj 
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Spent in private charity. In spite of all which is thus 
done publicly and privately^, pauperism has gone on 
steadily increasing, until it has at length become wholly 
unmanageable. When any extra strain is put upon our 
poor-law system it absolutely breaks down. When the 
Lancashire operatives were thrown out of employment 
during the American war, all the resources of parochial 
relief were exhausted in a few months; loans of money 
had to be obtained from the Government, and earnest 
appeals were made to the whole nation for assistance. 
At every returning Christmas the newspapers are filled 
with accounts of those who are suffering the horrors 
of starvation; the public is entreated to relieve cases 
of pressing necessity. Does not all this conclusively 
prove that our poor-law system fails to reach thousands 
who most need assistance? All these evils cannot be 
eradicated in a day; but we should at any rate attempt 
to introduce a new state of things when it is seen 
that the policy which is now pursued does not destroy or 
even check, but on the contrary stimulates, pauperism. 
As previously remarked, the change should be brought 
about gradually, for people who have been reared on the 
existing system of relief ought not at once to be sub-' 
jected to an entirely different treatment. 

Without pretending fully to detail the new policy which 
ought to be adopted, it is- not difficult to suggest some 
things which should be done. It has frequently been 
proved that a comprehensive scheme of national education 
would exert a most powerful influence in diminishing 
pauperism. It might also be shown that a similar in¬ 
fluence would be exerted upon pauperism by the effect 
which will be produced on poverty by various other cir¬ 
cumstances; such as the improvement of the relations 
between capital and labour; the more general adoption of 
the cooperative principle in industry; the reform of the 
tenure of land; the reduction of taxation; the extension 
of free-trade; and the encouragement of emigration. 
Associated with the working of all these beneficial 
agencies, it is most important that some changes in our 
present poor-law system should be immediately carried 
out. 

. Nothing demands more serious consideration than the 
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vast and iiU’n\nHin<i^ junuutil. \vlu(*h in apouL in gniniin^i!; 
oui.*tlnnr rnlii'l*. Onn of ihn ninsl Hij^’niiiiuuii. ix'-liunis 
wli it'll has <‘Vi‘r lanni isstnal IVntn a. i^ovrrmmnit (lt‘|)arrii- 
ninnt waa pnhlisluMl about, four yoarH by Un^. Pour 

La-w l»nar(L Prom (.bia it. appis'tra t-ha-i. Un^ auin a.nnua.ily 
(»xjH‘ntb'tl in boialou Ibr out.door nditd’ batl iiu‘rea,stal UP) 
[)('r <M‘nt, tlnrin*^ t.lin provions niiu* yt'ar.s. Thh augnuyn- 
|,a.t.ion in {uU door rtdiof only too sun'Iy provt'.'^ (.hat ptui- 
|)(ninui bogiPK panptndanu il’ nditd* i.s n.tlinini.sUa'{ul in muc.Ii 
a way aa to tmoouragi^ ra.tlun* (.liaji to cthonk improvid(nuu\ 
Out door ndiof i^4 now ofttui givtui a-s a. grant in aid of 
wagt'.*^, and tluia man}* of t!m twils of tin's a,llowa,n(‘o sys- 
tiUii a.n^ unnonstdtm.sly rovlvtnl undta* a, somowlia.t diflbnuit 
aspm't: mon do not now, aa fornnu'ly, rt'tauvo a.ssista,nc(5 
from tln^ ratt'H wlnm tin*/a.r<» in, bdl work, bid. if tlioro 
Hlioubl 1 h^ any t'oHKation of tanploynnad. tlmy imnnalia.ttdy 
stadv, ami gmumdly obtain, sonu^ a.s,sisl.a.m‘o IVoiu tho 
jiaamsh. In ma.ny kimls of laiiour it is ntuH^ssa.ry otuai- 
Hionaily to HUH|u»n<l work; tlu^, wtigt'.s wliiob a,n^ paid in. 
tln‘S<‘, umploynu'ntH rt'prt'smd-, not only a. r(unumn-a.iion 
for work whitdi is a<‘tna,lly doin', but also a. ttouiptmsatiou 
for tln^ tiuu^ wluai la-bour has to bo suspomlod, Tim im- 
provitlmd Hpmid wt‘<*k by wtu'k ail tbai. tln^y naufivc^, n,nd 
tbt'Y a.r(^ (anaairagtal t.o do so by tin' knowbulgo tl)a>t tbt^ 
|>a.n,sli will assist tlu'iu wbt'U tanploynuud. tmast'S, in 
indmul ont-door niitd' is ra,niy gra,uttsl, a,ml this is a. pn^- 
(ualoid, whiob may bt', witii grt^ai. advantagt^ Ibllowtul iii 
lliis taamtry; Inda.nd supplit's a. nuKst <‘(»iu*iusiv() prooi of 
Hu's ilosiraiVdity of tunditung out-door rt'Iit'f witliin the 
na.rrowt'Ht possibk' limits. P)y tlu^. mnv Irish Poor ,Ija.w 
wbitd wa.H passtal in out-door rt'liti' \vn.s aitogether 

forbidtb'u; wlmroas in tln^ Scoitdi Poor .Law, wbitdi wa.s 
pa,Hst‘<l about the saam^ iinus tlm loetd a-uthoritioH were 
nilovved to give ouLdoor nditd' on <‘.ven taisitn* eonditions 
tlum those on whidi it is gra.nUMl in England. The 
SooUii a.re so much more ])rovl(lont a.ml thrifty than the 
irisb tliat it might almost with eortainty have becai con- 
cimbal tluit then*, would be miudi h%ss paiiperisni in 
Kcotlaml than in In'.huul Tim granting of out-door 
rePuHr, bowevm*, so disastrously eneouragoH panperisin that 
some yoaa'H after the pa,ssing of the Hootch and Irish Poor 
Law.% the number of paupers in Scotland, in pi;oportion 
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to its population, exceeded by jfive times tbe number in 
Ireland. Another illustration of the effect that can be 
produced in diminishing pauperism by checking out-door 
relief is afforded by the influence that was exercised by an 
Act which was passed about four years since by Mr Goschen, 
for the regulation of parochial relief in the metropolis. 
Since this Act was passed, each union in the metro¬ 
polis has to support its own out-door paupers, whereas 
the expense of maintaining in-door paupers is thrown 
upon the common metropolitan fund. The parochial 
authorities of each union have thus a direct interest in 
diminishing out-door^ relief. There has lately been a 
most satisfactory decline in pauperism in the metropolis, 
and when we find that the decline has chiefly taken place 
in out-door and not in in-door pauperism, it can scarcely 
be doubted that the Act to which reference has just been 
made has already produced most beneficial results. The 
principle of the Act may, we believe, be extended with 
great advantage to the entire country, for it might be 
arranged that, whereas the cost of maintaining in-door 
paupers should be thrown on an entire county, the charge 
for out-door paupers should continue to be borne by sepa¬ 
rate parishes or unions. 

From time to time proposals have been made that we 
should resort to emigration, in order to free ourselves from 
pauperism. An. Act was passed a few years since which 
confers upon Poor-Law guardians the power to pay from 
the rates the passage-money of those who may be willing 
to emigrate. This Act has hitherto been almost nugatory; 
it has, in fact, been apphed only in three or four parishes. 
There are two very diiferent aspects from which the sub¬ 
ject of pauper emigration may be viewed: in the first 
place, a right may be conferred on every individual to 
demand the requisite means to enable him to emigrate ; 
secondly, parochial authorities may have the power to 
compel an applicant for relief to emigrate. The only 
argument which can be urged against the last proposal is, 
that foreign countries may object to be made the re¬ 
ceptacle of our pauperism; in fact the United States has 
already protested against it. Very cogent reasons can, 
however, be assigned against the adoption of the first 
proposal. Improvidence would be encouraged in all its 
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^orst forms if men could not only claim maintenance, but 
coiild also demand the payment of their passage-money, 
if they should desire to emigrate. The carrying out of 
such an arrangement would give additional encouragement 

imprudent marriages and reckless living. Every man 
would feel that if he could not get on in his own country, 
he would he able to make others pay the expense of send¬ 
ing bim and his family to any colony in which they might 
choose to settle. The number of applicants for emigra¬ 
tion would go on steadily accumulating; the places of 
those who left would he quickly occupied, and the cost of 
carrying out this policy would rapidly augment- It is 
extremely probable that a great additional burden would 
he cast upon the rates if people could claim to he sent 
abroad; for not only would improvidence he encouraged, 
hut a considerable portion of our emigrants who now 
provide their own passage-money would compel parochial 
authorities to pay it. 

As we have frequently insisted upon the duty which is 
imposed upon every individual to provide as far as pos-, 
sible against old age and sickness, it is important to point 
out the best mode of securing such a provision. A man 
may protect himself and his family against all the casual¬ 
ties to w'hich. he can be ordinarily subject by joining 
friendly societies, by purchasing annuities, and by life 
insurance. In our country, the most important friendly I 
societies are the trades’-unions; this fact is often completely 
ignored by those who regard trades’-unions as being neces¬ 
sarily associated with strikes. It could he shown that the 
objects which a fxiendly society has in view probably sug¬ 
gested the first formation of these combinations, and the 
connection which now so often exists between trades- 
* unions and strikes is rather accidental than preconceived. 
Al member of a trades^-union receives a certain weekly al¬ 
lowance when thrown out of work by depressed trade, and 
also when disabled by sickness or by accident.^ A trades- 
Tinionist, as long as the funds of his society will permit, is 
to a great extant independent of parochial relief. It is an 
IUnknown occurrence for an able-bodied workman who be¬ 
longs to a prosperous union, such as the “Amalgamated 
Engineers,” to apply to the parish authorities for ass^t- 
a,nc\ This emancipation from dependence upon rates has 
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produced most beneficial effects, and it probably accounts 
for the fact which is admitted by the strongest opponents 
of trades’-unions, that our best and most intelligent work¬ 
men almost invariably belong to these societies. 

Though trades’-unions render a man independent of 
parochial assistance Avhile he is an able-bodied labourer, 
something else is required to secure him a provision in 
old age. Far greater facilities for doing this exist since 
Mr. Gladstone passed his admirable scheme for the crea¬ 
tion of small annuities. As yet these annuities have 
excited little attention, but when their advantages are fully 
appreciated they will be ranked as amongst the most bene¬ 
ficial measures which we owe to Mr. Gladstone. By the 
deposit of a small weekly sum, a man is able to secure a 
certain income, to commence at a time of life when it may 
reasonably be calculated that woi*k will have to be discon¬ 
tinued. A Government guarantee makes these annuities 
perfectly secure. This feeling of absolute security will 
powerfully stimulate prudential habits on the part of 
working men. One chief reason why, as a class, they 
have not saved, has been the difficulty which they have had 
in finding safe and suitable investments. There have been 
repeated exposures of shameful dishonesty practised by 
those who have been the concoctors of societies for grant¬ 
ing small annuities : one instance of such dishonesty pro¬ 
duces a widespread influence in encouraging improvi¬ 
dence; for people will think that they might as well spend 
all that they have, when they observe that some friend or 
neighbour has lost all that has been put together during 
many years of careful saving. It therefore appears that 
by subscribing to friendly societies, and by the purchase 
ot an annuity, every working-man may make himself in¬ 
dependent of parochial relief. If he insures his life, he 
then secures a provision for his wife and family in the 
event of his dying prematurely. There must, however, be 
a fundamental change in the condition of our industrial 
population before they acquire not only the means but 
also the inclination to set aside a sufficient sum from their 
weekly earnings to make all those provisions which have 
been just described. 

It may be proved from simple economic considerations 
that the power to save possessed by the working-classes 
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Increases ia a direct ratio witli their desire to save. The j 
remuneration which labour receives varies directly with | '—^,-1-/ 
the amount of capital accumulated, and inversely with the i mote high 
number of the labouring population. Capital is the fund j 
from which wages are paid; if, therefore, this fund in -1 
creases, whilst population remains stationary, it is evident I 
that there will be a greater demand for labour, and, con-1 
sequently, it will obtain a larger remuneration. On the j 
contrary the wages of labour will diminish, if the number , 
of the labouring, population increases in a faster ratio than j 
capital. People who are accustomed to a comparatively ^ 
high standard of comfort naturally feel a disinclination to | 
sacrifice it by improvident marriages. A professional man i 
does not, for instance, as a general rule, marry, until he 
feels that he has a reasonable chance of being able to give 
his children at least as good an education, and also as 
many comforts, as he has himself enjoyed. But these pru¬ 
dential restraints exert much less influence upon those 
who are so poor that they feel they have little to sacrifice. 

It is notorious-that the Irish peasantry, when sunk in the 
depths of poverty, married with utter recklessness. The 
Irish cottier was always hopelessly in debt to his landlord, 
he therefore knew that having a large family to maintain 
could make him no poorer, for just sufficient potatoes 
must be left to enable him and his children to live. Many 
of our poorest labourers are nearly as improvident as the 
Irish ; prudential considerations never restrain them ironi 
marrying: their material condition is such that they teei 
they, have nothing to lose, and their life being devoi o 
hope, they think they have nothing to sacrifice m the iu- 
ture. It is impossible for these who act m this manner 
to achieve any material advance. The pressure of popu¬ 
lation must reduce their wages to a minimum, an , 

there is always a large class who are ^ 

sufficient wages to provide them with a 
The great end to he attained is to raise the 
one generation so much as to make them fee ? 

possess something which is worth 
therefore they will not sacrifice by improvidence It 
iZurino- population should advance to a much higher 

S&i o^omtorl, the, Wd be as gee- 

sional men now are that their children should not smlr to 
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a lower position. When such prudential considera 
these become prevalent, working-men will be an 2 
protect themselves or their families against the loss 
from such casualties as sickness, loss of employmf 
premature death, by subscribing to friendly soci^ 
purchasing annuities, and by life insurance. 

Labourers who desire to advance their conditic 
constantly find their progress impeded by our j 
system. Not only do parochial rates press heavi 
them, but the relief which is given to pauperii 
most powerfully to reduce wages. Improyidenc( 
conraged by the assistance which is given to pove 
improvidence is the main cause why wages are 1 
often, also, happens that pauper labour comes iat 
competition with free labour. As an illustration 
be mentioned that the Manchester guardians hav 
made able-bodied paupers grind corn by hand, 
see what this plan, which has been almost unan 
approved, really involves. A tax is imposed upon 
dustrial population of Manchester; a portion of i 
ceeds of this tax is appropriated to employ labo 
most costly, unproductive, and wasteful way. 
which is reluctantly given can never be efficient, ai 
paupers who grind corn by hand are doing tha 
could be done far cheaper and far better by ma 
The granting of relief to able-bodied labourers 
clusively condemned when we are obliged to adi: 
there is no better mode of employing them tli 
which has been adopted by the Manchester guardi 

There is only one other subject to which allusi< 
be made before concluding this chapter. One 
source of pauperism is the position which women 
in this country. Social customs and legal ena 
combine to discourage women of every class fro: 
ing their own livelihood. The influences whic 
women from supporting themselves assume varion 
Women in the upper and middle classes are told 
they attempt to employ their labour productive 
unsex themselves and destroy those graces and 
which peculiarly fit them for married life. Those 
who wish to support themselves by manual laboi 
meet with a diSerent kind of opposition; sometin 
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are impeded by the rules of trades’-unions; sometimes 
they find that laws have been passed prohibiting t em 
from certain kinds of work. This opposition, thougn 
exhibited in various forms, is probably mainly due to the 
selfishness of the stronger sex. Women should, have the 
same opportunity as men to follow any profession, ra e, 
or employment to whicli they desire to devote eir 
energies. As long as women remain in a state oi compa¬ 
rative helplessness, it is evident that they will frequen y 
depend for support upon parochial relief. 
fact, almost assumed as a matter of course, that upon the 
death of a labouring man his widow immediately comes 
upon the parish; yet, in spite of this melancholy tact, 
proposals are frequently made that Parliament 
pose further restrictions upon the employment oi women. 
If it is found that the women engaged in any particular 
kind of work are in an unsatisfactory condition, some weh- 
intentioned persons instantly suggest that this work s ou 
be forbidden to them by law. There is scarcely any labour 
which is necessarily degrading. At any rate, a lite oi 
pendent pauperism must be far more pernicious a 
honest industry. It has been repeatedly shown_ that 
women need not suffer any injury from work which is 
supposed to be degrading in its influence. , 

instance, can deny that in many parts of Eng an 
women who are employed in agriculture are in a mos un 
satisfactory condition; their wages are extremely small; 
they are poorly and unsuitably clothed, and o 
into the fields by the pressure of poverty, they work when 
they ought to he attending to home duties. 
observe these evils are anxious tha.t Parliament should 
prohibit the employment of vromen in agricu ^ 

the labour is differently carried on it is * 

women suffer no evils, but are benefited by wor i g 
field s 

Mr. Henly, one of the Commissioners recently ap¬ 
pointed to inquire into the condition of people 
in ac^riciilture, has given a most interesting account ot tne 
rural population of^Northumherland. When his desmp- 
tion of thes.e Northumberland labourers 
the distressing accounts which are given of the peasantry 
in other parts°of England, it is difficult to believe that the 


State infer* 

ference 

with 

womerCs 

labour is 

unjmL 



Manual of Political Economy, 

Dorsetshire and NorthnnilDerland labourers are inhabit, 
of the same country. The latter earn good wages; 1 
live well but frugally; fuel is cheap ; and their houses 
clean and commodious. At particular seasons of the ; 
the women of the family work in the fields ; but h 
duties are never neglected. The women being well 
suitably clothed, their out-door labour is beneficial to tl 
for they generally appear in the most robust hes 
Their close contiguity to Scotland seems.to have g 
these peasants a certain enthusiasm for education. C 
schools are abundant, and the children are generally ] 
at them until they are twelve or thirteen years of 
Facts such as these should make us hesitate before 
sanction any measures which would compel women t( 
even more dependent than they now are upon paroc 
relief 

One of the chief objects of this chapter is to prove tl 
greater number of agencies must be simultaneously broi 
into operation in order to produce a marked diminutio 
pauperism. The problem which ’should be constantly ] 
in view is this—How can the condition of at least 
generation be so distinctly improved that the people 
themselves recognise the advance which they have sect 
and consequently refuse by improvidence oi' by any o 
act to descend to their former condition ^ 1 

^ Tlie influence exercised "by the Poor-Law has been much more 
discussed than it could he in this chapter in a course of Lectures I 
vered a short time since in the University of Cambridge, and which 
been published in a separate form under the title of * ‘ Pauperisn 
Causes and Bemedies.” 
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I N tlie last chapter we considered the influence which 
is exercised on pauperism hy the existing method of 
administering parochial relief. As yet we have only 
incidentally referred to the various financial questions 
which are connected with our Poor-Law system. It will, 
therefore, be desirable to devote a separate chapter to 
the subject of local taxation, and after having done so, 
we shall as far as possible explain some of the various 
complicated economic questions which are associated with 
the incidence of local taxation. 

When taxation is spoken of in this country, it_ is too 
frequently forgotten that there is not only imperial but 
also local taxation to be considered, and the one subject 
offers in many respects the most striking contrast to the 
other. For several years past, although many taxes have 
been remitted, and the expenditure has been kept ex¬ 
tremely high, yet the imperial revenue has been more 
than sufficient to meet all demands. When, however, we 
turn to local taxation, we observe an entirely different 
state of things. Local expenditure, meaning hy that 
phrase the money raised and spent by local authorities, 
has been constantly increasing, until it has how reached 
no less a sum than 36 , 000 ,OOOf. If the local expenditure 
continues to increase during the next twenty-five years 
in the same ratio as it has increased during the past 
twenty-five years, it will considerably exceed the impe¬ 
rial expenditure. So far as the finances of the state are 
concerned, there has been almost invariably durmg many 
past years a balance on the right side. With regard, 
■o wr P P 
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however, to local expenditure, exactly the reverse hi 
taken place. Local authorities, from one end of tl 
country to the other, are habitually spending more tha 
their ordinary income. It not unfrequently happens thj 
the expenditure is so greatly in excess of revenue, ar 
the deficit to be made up is consequently so large, thj 
the amount which has to be borrowed is not far short i 
the entire sum raised by municipal taxation. 

The following is a statement of the financial positic 
of London in the year 1868. The description is take 
from an official report, and the year 1868 is not select( 
for any particular reason; it does not differ, in any m 
terial respect, either from the, years which preceded i 
from those which succeeded it. 

The receipts in 1868 were as follows :— 


Eaised by rates.£3,470,000 

„ dues, tolls, and fees . . . 390,000 

„ rents and sales of propei’ty - • 580,000 

„ Government subvention . . 400,000 

,, miscellaneous receipts . . . 290,000 

„ loans. 3,100,000 


The entire expenditure in 1868 was 8,000,000/.^ 

From these figures it appears that the expenditure 
far exceeded the revenue, that the amount raised by loa 
was only one-seventh less than the wliole sum obtain 
from rates. But borrowing even to so alarming , 
extent as this would have been insufficient, had n 
assistance to the extent of 580,000L been obtained 
rents and sales of property. Jt is, however, scarce 
necessary to remark upon the peril involved in seeki 
assistance from such a source. If borrowing and selli 
property are resorted to simultaneously, it is only 1 
certain that the income in future yeai's will be diminish 
in proportion to the property sold, and consequent!}’ 
growing expenditure will have to be met by diminish 
resources. The state of things disclosed by these figu 
is so serious, that it may be supposed that the metropc 
is an exceptional case. Unfortunately, however, this 
not so, for the financial position of London is typical 
what is going on in other parts of the country. 


^ These figures and many other facts on local taxation are ta 
from Mr E. H. I, Palgrave’s useful work on the Local Taxation of G 
Britain. 
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previously stated, the annual amount of local expenditure 
in Great Britain and Ireland is 36,000,0001, and the entire 
amount raised by local taxation is 25,000,000?. This 
large excess of expenditure over revenue deserves most 
anxious consideration. It will probably be urged that 
the ordinary revenue is always adequate to meet the 
ordinary expenditure, and that the loans which are 
annually raised, being devoted to carry out works of 
permanent improvement, should be regarded not in the 
light of financial deficits, but as capital embarked in 
eligible investments. It will also, no doubt, be said that 
a country which is advancing so rapidly in wealth and 
population can afford this local expenditure, and that the 
increase of expenditure is after all of trifling importance 
compared with the growing prosperity of the country. 
Pleas similar to these are very generally accepted as 
constituting valid excuses for the large outlay upon which 
we have just been commenting. A little inquiry, however, 
will at once disclose facts which show that such a defence 
as is generally put forward in favour of the present local 
expenditure is altogether inadequate and unsatisfactory.^ 
In the first place, it is to be remarked that the cir¬ 
cumstances connected with the raising and spending of 
these loans seem to be involved in the most inextricable 
confusion. It is, for instance, difficult to ascertain what 
is the aggregate indebtedness incurred by local authorities, 
and it is impossible to discover what steps are being 
taken to repay the loans which are borrowed. Although 
it is constantly asserted that these loans are devoted to 
such reproductive works as the carrying out of permanent 
improvements, yet those who confidently make these 
assertions have probably seldom taken the trouble to 
see whether they can he borne out by the published 
accounts of local authorities. Nothing has been a more 
fruitful source of financial embarrassment than the^ appro¬ 
priation to ordinary revenue of money which is pro¬ 
fessedly intended to be expended, as capital. 

An audit of accounts which does not trace the manner 
in which loans are spent is almost worthless. The accounts 
of local authorities have rarely been submitted to this 
ordeal, and until they have been, it will be impossible to 
know the true position of local finance. But of all the 
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BOOK IV. prevalent misconceptions on the subject of local taxation, 
none is so fruitful of mischievous consequences as one to 
Local ex^ which allusiou has already been made. People are almost 
penditare forced, by Constant reiteration, to believe that the increase 
til^much expenditure is much less serious than it otherwise 

more ra- would be, because the population and wealth of the 
pidiifthan country are increasing at a much more rapid rate than 
expenditure. That this supposition is altogether 
erroneous, is at once shown by considering some of the 
statistics of local taxation. The figures about to be 
quoted refer to the local expenditure of Liverj^ool since 
1841. 

It need scarcely be said that the increase in the pro¬ 
duction of wealth, which is so marked a characteristic 
of the present time, began soon after 1841, and that 
probably no town in the kingdom has prospered more 
than Liverpool by the unprecedented development of 
commerce and trade which has taken place during the 
Example: last quarter of a century. In 1841, in the parish of 
Liverpool, which forms only a part of the borough of 
Iwa 1870 . Liverpool, the amount raised by rates was 81,733Z. This 
amount has steadily increased, until, in 1870, it was 
300,941Z. In 1841 the local taxation in the parish of 
Liverpool represented a charge per head of 7"^. 4d In 
1870 this charge had increased to no less a sum than 
11 55 . U. 

The rates have not grown in the same proportion; 
their growth, however, is sufficient to excite serious 
alarm. In 1841 the rates in this parish were 25. 8|c?. 
in the pound; in 1851 they were 35. 4d; in 1860, 35. 9Jd.; 
and in 1871, 45. 

The theory that the increase of local expenditure is 
only proportionate to the increase in wealth and popu¬ 
lation, is completely disproved by the figures just quoted; 
for they show that, in one of the wealthiest and most 
thriving towns in the kingdom, the charge wliich local 
taction imposes upon each inhabitant has increased in 
thirty years 340 per cent., and that the rates imposed 
upon all the property assessed have in the same period in¬ 
creased 75 per cent. It may. perhaps be thought that 
the parish of Liverpool exhibits exceptionally unfavour¬ 
able results. The reverse, however, is the case> as will 
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to be repeated. But considering that this growth of local 
expenditure has been continuing unchecked (luring the 
last thirty years, is it reasonable to suppose that it will 
be arrested, unless the system of administotion under 
which it has been sanctioned and developed is funda¬ 
mentally changed? As will be presently more fully 
shown, the existing system of. local government seems 
especially devised to weaken some of the most effective 
securities for economy, and to destroy the guarantees of 
administrative efficiency. It was not long since stated, 
by the head of the Local Government Department, that 
“ there is a chaos as regards authorities, a chaos as regards 
rates, and a worse chaos than all as regards areas of tax¬ 
ation. And not only that, but every different form of 
collection which it is possible to conceive is employed 
by the various local authorities administering these 
various areas.” That this description is in no way ex- 
aggerated, is abundantly shown by such facts as the 
following:—In country districts there are usually three 
areas of rating—petty sessional divisions, highway dis¬ 
tricts, and poor-law unions. These, instead of being co¬ 
incident, often overlap each other so as to produce such 
inextricable confusion that the Sanitary Commission, in 
its report of 1870, declared that the result is ‘"the 
maximum of embarrassment and waste of local govern¬ 
ment, and the utmost loss of means and effectiveness.” 
In towns the state of things is worse, if possible, than 
in the country. It usually happens, for instance, that 
there are in boroughs three separate rating authorities 
—^viz., the board of guardians, the town council, and the 
local board of health. To these recent legislation has 
added a fourth, for the recently constituted school boards 
have the power to levy rates. County magistrates also 
levy rates for county purposes from a town population. 
These various authorities levy rates at different times, by 
different sets of officials, and often by different methods 
of assessment. In many places it happens that the town 
council attends to the police, appoints various committees, 
levies a borough rate, manages the water-works, and 
levies a water rate. The local board of health manages 
the^ roads, levies rates for their maintenance and for all 
sanitary matters. Sometimes it happens that when the 
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water-works and the gas-works are owned hj the munici¬ 
pality, the one is managed by the town council and the 
other by the local board of health. It will scarcely be 
believed that the town council and the local board of 
health are composed of exactly the same persons. 
They are, in fact, the same body under two different 
names. It is easy to imagine how innumerable are 
the complications which are thus unnecessarily cre¬ 
ated, when it is remembered that the result of giving this 
body two different names is that rates are collected 
by different sets of officials at different times. The 
borough rate, which is levied by the town council, is 
in some cases paid out of the poor rate, which is levied 
under the authority of the board of guardians. Other 
rates—such, for instance, as the cemetery rate, and a 
contribution to the county lunatic asylum—are paid out 
of the poor rate. The hoard of health levy a general 
district rate and a lighting rate. The general district rate 
is levied, like all rates under the Public Health Act, with 
an exemption of 75 per cent, in favour of market gardens 
and railways. These exemptions do not apply either to 
the borough rate or to the poor rate. 

Instead of the system being improved, additional com¬ 
plexity is constantl}?- being accumulated upon it. Nothing 
has been a more striking characteristic of the legislation 
of recent years, than the rapidity with which. new rates 
have been called into existence. From time to time 
various schemes are favoured by the public for effecting 
reforms in the social condition of the people. Each of 
these schemes, as it obtains legislative sanction, too fre¬ 
quently leaves its mark on the country in the creation 
of a new rate. Thus in a comparatively few years Parlia¬ 
ment has called into existence the following new rates:— 
Burial Board Rate, Public Library and Museum Rate, 
General District Rate, Sewerage Rate, Parish Improve¬ 
ment Rate, Animals Contagious Diseases Rate, Borough 
Lunatic Asylum Rate, Borough Library and Museum 
Rate, Borough Baths and Wash-houses Rate, Borough 
Improvement Rate, and Borough Burial Board Rate. 

Allusion has already been made to the fact that since 
the passing of the Elementary Education Act, in 1870, 
a considerable portion of the expense of educating the 
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people will be thrown upon the rates. It would be out of 
place here to consider a school rate from an educational 
point of view, but it is necessary to refer to it so far as if 
affects the question of local taxation. Not only is if 
probable that the school rate will in many places imme¬ 
diately make a considerable addition to local burdens^ 
but there is too much reason to fear that education will 
in the future entail much heavier charges upon local and 
imperial funds. A party, possessing considerable influence^, 
is pressing with increasing urgency a demand for free 
education. If the principle of gratuitous instruction fox* 
the^ people is conceded, it is impossible to assign any 
limits to the requisite expenditure. General free educa¬ 
tion will then follow as a natural consequence, because if 
the workman earning three pounds a week has the school¬ 
ing of his children paid for, will it be possible to refuso 
the same privilege to the small tradesman, to the poox* 
clerk, or to half-pay officers, clergymen, and others who 
have to keep up a respectable appearance on an inconio 
not larger than that earned by many a skilled mechanic ? 
It is, moreover, important to bear in mind that this de¬ 
mand for free education is simply one offshoot of a senti¬ 
ment which seems destined to exercise a rapidly extending* 
influence.^ Scarcely any one can fail to be struck witli 
the growing tendency which there now is to support 
various proposals, all based upon the principle that an 
individual should be able to look to the general commu¬ 
nity for such pecuniary assistance as will enable him to 
gratify many tastes and satisfy many wants. Free educa¬ 
tion would enable a parent to make others pay for that 
instruction which has now been declared to be necessary 
to a child. By State emigration it would be possible fox* 
a man to throw upon others the cost of his settling iix 
another country. The boarding-out system, which has 
lately been engrafted on our poor law, gives to every one 
who is willing to desert his children an assurance that 
they will be carefully tended in healthy country homes, 
and will enjoy many more comforts than the majority of 
working men are able to secure for their families. 

There is scarcely a single subject now discussed by iha 
public, with which there is not sure to be associated some 
scheme that will necessitate an increase either of local or 
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the most prosperous in the kingdom, local expenditure 
has far more than kept pace with the remarkable growth 
both of her wealth and population. Not only has each 
inhabitant to contribute a much larger sum than formerly, 
but property has to bear a much heavier aggregate rate. 
It will no doubt be urged that, as the town has become 
much wealthier, the contribution of ll. 5s., which is now 
levied from each inhabitant, does not represent so great a 
sacrifice as the contribution of 7^. paid in 1841. It is not, 
however, difficult to show that such an argument is en¬ 
tirely erroneous, and is calculated to produce very mis¬ 
chievous consequences. In order to prove this, it is only 
necessary to remember that even in the most prosperous 
towns, there are sure to be found thousands whose con¬ 
dition is one of extreme poverty. The vast accumulation 
of wealth, which is so striking a characteristic of the pre¬ 
sent time, does not, unfortunately, exert any perceptible 
influence in diminishing the number of those who live in 
squalor and destitution. Any one who knows the social 
condition of such a town as Liverpool, must have this con¬ 
clusion forced upon him, that there may be the most 
rapid extension of trade, and yet, side by side with all this 
evidence of material prosperity, there will be a countless 
number living just on the verge of pauperism. 

When such facts as these are borne in mind, such a 
growth of local expenditure, as is observed at Liverpool, at 
once suggests some most serious reflections, and cannot be 
passed lightly by, as if it were a natural and harmless 
accompaniment of advancing prosperity. Experience has so 
clearly shown what are the most fruitful sources of poverty, 
that it is now looked upon simply as the repetition of a 
truism to assert that pauperism begets pauperism. When, 
therefore, it is found that one of the chief reasons why 
local expenditure increases is that each year a greater 
amount has to be spent in the maintenance of paupers, are 
there not some valid grounds for the supposition that 
pauperism is fostered by the aid it receives, and that 
the greater the sum spent in parochial relief, the greater 
is the sum which will be required to be spent in future 
years ? Considered from this point of view, we believe it 
can be shown that, as a falling stone obtains increased 
momentum, so does each augmentation in local expendi- 
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ture indicate that the movement has gathered an addi¬ 
tional impetus, Avhich will necessitate a still gi’eater ex¬ 
penditure in future years. But this is not the only way 
in which the movement gathers strength. Reference has 
already been made to the fact that wherever paupers are 
to be found, there are pure to be at least an equal number, 
and probably a far greater number, living just on the 
verge of pauperism. Nothing can be more erroneous than 
to assume that there is a marked difference in the pecu¬ 
niary resources of those who are, and those who are not, in 
the receipt of parochial relief. The addition which is 
'sure to be made in the number of paupers by any adverse 
circumstance, such as a depression in trade or scarcity of 
food, affords indisputable evidence that the struggle which 
thousands are caiTying on to resist the necessity of claim¬ 
ing relief from the parish is so close and so severe, that 
the issue of the contest may be determined by some cir¬ 
cumstance, the influence of which may at first appear to 
be but trifling. The balance between dependence and in¬ 
dependence is so nicely adjusted that the weight of a hair 
is sufficient to turn the scale. It will, in fact, be scarcely 
disputed by any wdio are practically acquainted with the 
present condition of our poor, that each addition made to 
the rates weakens the force of resistance of those who are 
carrying on the struggle to which Ave have just referred; 
and consequently as rates increase, the numb'er of paupers 
is sure to increase. This, therefore, suggests one of the 
most serious considerations connected with the growth of 
local expenditure, for it shows that unless some agencies 
can be brought into operation to exercise an economisiDg 
influence, a large expenditure at the present time will 
create a necessity for a still larger expenditure in the 
future. Many agencies may, no doubt, be brought into 
operation not only to diminish the present local expendi¬ 
ture, but also to prevent its increase in the future. Refer¬ 
ence has already been made to the importance of consolid¬ 
ating the various rates, and introducing more concentra¬ 
tion into local administration. The necessity has also 
been insisted upon of most carefully guarding against the 
tendency which there now is to make new demands upon 
local funds. Before proceeding further, however, it is 
desirable to say a few words upon various proposals which 
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are now receiving miicb. support, the effect of which would 
be, not to promote greater economy, but to produce greater 
extravagance in local expenditure. 

From time to time it is proposed to transfer various 
charges from local to imperial funds. There are many, 
for instance, who advocate a national poor rate, and the 
House of Commons two years ago affirmed by a large 
majority that a considerable portion of the cost of main¬ 
taining lunatics and the police should be borne by the 
Consolidated Fund. Such, proposals as these obviously 
suggest two distinct sets of considerations—^viz., those 
which are political and those which are financial. It 
w^ould, of course, be inappropriate to discuss the subject 
here in its political aspect. TJpon this branch of the ques¬ 
tion it need simply be remarked that a transfer of charges 
from local to imperial funds would inevitably weaken the 
principle of local self-government. The money which is 
provided by the State ought, of course, to be administered 
by the State, and not by local authorities. The principle 
of local self-government has done so much to diffuse 
amongst the people a spirit of self-reliance, that it behoves 
us to resist with the utmost firmness the introduction of 
any centralising tendency. It is, however, not difficult to 
show from purely financial considerations the grave peril 
which would be incurred if sanction were given to de¬ 
mands that are now constantly being made, to transfer 
various charges from local rates to the Consolidated Fund. 
No device that can be imagined would more effectually 
weaken all the guarantees for economy. Each locality is 
interested in economy when it is known that the district 
will have to bear the burden of any outlay which may be 
incurred.' But when public money is to be spent there is 
a regular scramble for it, and each town and each district 
thinks that it is directly benefited by getting the largest 
share possible of this money. There is the broadest dis¬ 
tinction in the world between economy in the abstract and 
the concrete. A candidate seeking the suffrages of a con¬ 
stituency may be applauded to the echo by pledging him¬ 
self in favour of the most rigid frugality in the expendi¬ 
ture of public money, and at the same time it is only too 
notorious that this enthusiasm would not be forfeited, but 
would on the contrary be greatly increased, if he should 
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^erwai'ds exert himself to obtain for this same constitu- 
cy a grant of public money to be squandered in some 
x"fectly useless local undertaking. Experience more and 
confirms the opinion that the great bulk of the peo- 
B think that money can be taken out of the Consoli- 
^ted Fund just in the same way as water is drawn from 
perennial fountain ; the stream, it seems to be supposed, 
uselessly flows, and no labour nor sacrifice is required to 
plenish it. When, however, it is remembered that the 
>nsolidated Fund, far from being this fountain of wealth, 
>ver obtains a shilling which is not taken out of the 
K:~payer’s pocket, it at once becomes evident that the 
xiisfer to this fund of local charges would, by leading 
greater expenditure, not lessen the aggregate burden of 
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xation. 

As a striking instance of the inconsiderateness of 
a^ny of the opinions which are propounded in reference 
taxation, it may be mentioned that those who urgently 
iimancl the transfer of local charges to the Consolidated 
xnd, simultaneously display an equal eagerness for a 
ree breakfast table,” and for the unconditional repeal of 
e income-tax. It is not for us to decide whether those 
olo support such ideas are themselves the victims of a 
lusion, or intentionally try to delude the people by pro- 
.gating amongst them so palpable a fallacy. It might 
^ thought that a moment’s reflection would suffice to 
ow that if 2,O00,OOOZ. of local charges are transferred to 
G Consolidated Fund, this fund would have to be in- 
3ased. The money will not be rained down from hea¬ 
rt. There is one way only by which it can be obtained, 
.d that is by increased taxation. But if taxation is to be 
creased, direct taxes, such as the income-tax, must be 
gmented, or indirect taxes, such as taxes on commo- 
bies, must be made to yield more to the State revenue. 
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THE INCIDENCE OF LOCAL TAXATION. 


W ITH a few exceptions, all local taxation is confined 
to levying rates on land, lionses, and business pre¬ 
mises. The exceptions to which we refer are certain tolls 
and dues, and in a few instances some commodity, such as 
coal, is subjected to a special local tax. It often happens, 
however, that the toll or due is simply the price charged 
for a distinct service rendered, and therefore can hardly 
be regarded as taxation. Thus a market toll is paid for 
the accommodation which a market provides; a harbour 
due is in a similar way paid for the accommodation ob¬ 
tained by shipping. These tolls and dues, when so 
adjusted as to return not more than a fair compensatio]! 
for the outlay incurred in the erection of the market or 
in the construction of the harbour, maybe properly looked 
upon as rent paid to a corporate proprietor. In such a 
case it would be as unfair to consider these charges to be 
taxes, as it would be to consider as taxation the price paid 
for a telegram or for the postage of a letter. With the 
exception of a duty levied on coal in the metropolis, in 
Brighton, and a few other towns, there is scarcely any 
instance in this country of commodities being subjected to 
local taxation. The only other source of income besides 
rates from which local revenue is derived consists of a 
certain amount of landed property held by corporations. It 
is extremely difficult to ascertain the exact amount of this 
property, and many questions connected with its manage¬ 
ment and its appropriation require very careful investiga¬ 
tion. In the last chapter it was shown in.reference to the 
local taxation of London that, in the year 1868, an item was 
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put down of 58O,O0OL as rents and sales of property. It 
is certainly somewhat remarkable, that the mon^ derived 
from the rent of property and the sale of property should 
be thus lumped together in one sum. Few questions 
hearing upon the future financial position of London can 
possess greater practical interest than to determine at 
what, rate its corporate property is being sold and de¬ 
voted to ordinary income. Unless some reasons can be 
alleged which do not readily suggest themselves, it seems 
very difficult to justify these sales of property, when it 
is remembered how rapidly property is advancing in value 
in London,_ and how probable it is that there may be 
a depreciation in the value of money. 

Not only has^ it been shown that local taxation con¬ 
sists almost entirely of rates levied upon real property, 
but it is essential to remember that under the present 
system these rates can only be resorted to if it is neces¬ 
sary to obtain an increase of revenue from local tax¬ 
ation, Thus, as the expenditure of London increases, 
the local authorities have the power to provide for it by 
increasing the rates they could not, however, without 
a special Act of Parliament, increase the duty on coal or 
impose any fresh taxation on commodities. This at once 
suggests a fundamental and most important distinction 
between imperial and local finance. If the national ex¬ 
penditure increases, the additional revenue which may 
be required can be obtained in many different ways. 
Any existing taxes or duties can be increased, or new 
taxes can be imposed. The additional revenue, however, 
required to meet an augmentation in local expenditure is 
obtained by the imposition of higher rates upon lands, 
houses, and buildings. The remark has already been 
made that each tax has its own peculiar inequality, and 
with it there is sure to be associated some special disad¬ 
vantage or injustice. Thus it is impossible to prevent 
a great deal of fraud in connection with the income-tax. 
Many incomes, of which the exact amount cannot be 
ascertained, often pay much less than they ought, and 
consequently an additional burden is thrown upon in¬ 
comes which can be accurately known, such as those 
derived from the funds and from salaries. It is probable 
that if no deception were practised in connection with the 
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moome-tax, a tax of 5d. in the pound would j 
asS much as is now yielded by a tax of Gd. in the 
The chief inequality belonging to taxes on commoc 
to be attributed to a very different cause. Thus 
been shown that such a duty as that on tea car 
made ad valorem. Consequently the cheaper q 
of tea have to bear three or four times as lieavj 
as is imposed upon the expensive teas consumed 
rich. It is therefore evident, that, if either the i 
tax or the tea duty be alone increased when ad( 
revenue is needed, those will be placed in an except 
unfair and unfavourable position who are most s 
by the particular inequality which, as wo have 
belongs to each of these methods of obtaining revet 

When the incidence of local rates is investiga 
will be readily perceived that what has been s 
reference to some special inequality clinging to ei 
is certainly true with regard to local taxation, 
facts to be presently adduced, it will be shown, tlis 
rates fall with the greatest severity upon the occuj 
houses. Hence as all increase of local expenditu 
to be provided out of rates, each addition to th^ 
must necessarily accumulate inequality upon the 
piers of houses. No redress can be given to th 
be the case with imperial taxation, by occas 
shifting the main pressure of the extra burden t< 
other class. 

Before proceeding to trace the incidence of loci 
ation, it is important to show in what proporti( 
aggregate amount raised by rates is contributed by 
ent classes and different kinds of property. An ii 
sion no doubt very generally prevails that by fi 
largest portion of the amount raised in this coun 
local taxation is taken from the land. The folio win 
will, however, clearly prove that by far the largest j 
of the amount now raised by local taxation is levi 
from the owners or cultivators of land, but fro: 
occupiers of houses. It will, moreover, be show] 
the great increase in local expenditure which has 
place for some years past has caused an addition 
burdens on land, which can be regarded as of only 1 
^importance wdien compared with the augmentat; 
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TiitGS pSjid l)y tli6 occupiers of lioiiscs. Tlie striking* 
figures 'wh.icli uie nbout to be (Quoted ure contained in 
Mr. R. H. L Palgrave’s work on “ Local Taxation.” In 
1814, of the whole amount of property assessed to rates, 
69-28 per cent, consisted of land, 27*84 per cent, of houses' 
and 2*88 per cent, of other property. It is impossible to 
obtain accurate returns for the period between 1814 and 
1842, but in 1843 and ISGS the above percentages respec¬ 
tively were— 
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1843. 

1868. 

49*10 

33*20 

41-44 

47*27 

2-82 

11*11 

C-34 

8*42 


These figures prove with striking distinctness that land, 
in_ coinparison with other kinds of real property, is con¬ 
tributing a continually_ diminishing amount to local tax¬ 
ation. Such a conclusion, though at variance with what 
is currently believed on the subject, admits of a very 
obvious explanation. Although there has been a con¬ 
stant increase in the value of land, yet, in consequence 
of its quantity being limited, the addition made to its 
aggregate value is small when compared with the increase 
in the value of houses and buildings, the number of which 
can be indefinitely multiplied. Accordingly, it is found 
that, estimating the value of land by the amount at 
which it is assessed, the increase in its value between 
1814 and 1843 was 14 per cent, between 1814 and 18C8 
it was 28 per cent. Houses increased in value during 
the same periods no less than 138 per cent, and 35G per, 
cent.; and the increase in the value of other kinds of pro¬ 
perty was respectively 428 and 1,727 per cent. 

Mr. Purdy, who for many years has been officially 
connected with the Poor Law Board, and who has gained 
a high reputation as a statistician, has stated, after a 
very careful investigation, that, in consequence of the 
great increase, in the aggregate amount at which houses 
and other kinds of property are assessed, “in 1864-65, as 
against 1851-52, 10'3 per cent, has passed from the land, 
and gone upon other assessable property.” It therefore 
appears that a constantly increasing proportion of local 
J’-M. oo 
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oh^vi 7* lias to be borne by the occupiers of houses, 

'—and not by the owners of land. 

It will be necessary to bear this conclusion very care¬ 
fully in mind when inquiring whether the demands of 
those can be justly conceded who assert that the land 
is unfairly burdened with local taxation, and that relief 
ought to be given out of the Consolidated Fund to the 
owners of land. When it is so frequently stated that 
the owners and cultivators of land are subjected to 
peculiar hardship from the present system of local tax- 
■ ation, it is apparently forgotten that rates are much 
smaller in amount in the rural than in the urban districts. 
The statistics of local taxation at once shew that, almost 
without exception, rates are very much less in. purely 
country districts than they are in those unions in which 
important towns are situated. The following may be 
cited as typical examples:—The average rates for Wilt¬ 
shire are %s. ; in Salisbury, ^s. 10^?.; Cheshire, 

25. ^d. ; Chester, 55. 2|d; Devon, 35 . 2|d; Plymouth, 
65. lOd; Norfolk, 35. Id, ; Norwich, 75. Id. ; King’s Lynn, 
75. ; Leicestershire, 25. ; and Leicester, 45 . 4|c^, 

Such facts as these add one more argument to the many 
that can be advanced in support of the conclusion, that 
the burdens of local taxation press with greater seve¬ 
rity upon the occupiers of houses and business premises 
than upon the landed interest. It is now, however, 
necessary for us to proceed to consider by whom the rates 
whmh are levied upon various kinds of property are really 

It seems to be a fundamental principle of our system of 
rating that rates are to be levied from the occupiers and 
not from the owners of property. Thus in the case of 
cultivated land, rates are paid by the tenant-farmer and 
not by the landowner. In the case of houses and business 
premises, rates are levied from the occupier, and not from 
the owner either of the building or of the ground on 
which it stands. It cannot, however, be too carefully 
home in mind that, although rates are thus always paid 
Funda^ ^ by the occupier,^ yet there is a fundamental distinction 
between the incidence of rates when imposed upon land, 
twetn the when imposed upon houses and buildings. It will not 

inddaaee D® difficult to show that rates, though levied from the 
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occupier of land, are really paid by the landowner, whereas 
the occupier of a house or building is not, to the same 
extent, able to shift the burden from himself to the owner. 
As the distinction just pointed out is of the utmost im¬ 
portance, it will be desirable to explain it with as much 
care as possible. Let us therefore, in the first instance, 
inquire upon whom the burden of rates really falls in the 
case of cultivated land. Probably the best way to con¬ 
sider the subject will he by the following example. Let 
it be assumed that a tenant-farmer pays a rent of lOOOi a 
year, and that in addition to this rent he also has to pay 
rates to the amount of 200Z. a year. Suppose an Act were 
passed to abolish all rates by transferring all local charges 
to the Consolidated Fund. If the farmer were a 3 ’'early 
tenant, the landowner would naturally say to him, “ You 
are now released from all rates, and the 2001. a year 
which you are thus saved you can afford to pay me as 
additional rent.” If the tenant objected to pay this 
additional rent, the landowner would have no difficulty 
in obtaining it from some one else. Nothing would have 
occurred to affect either the price of agricultural produce 
or the cost of cultivating land, and the farm let at 1,200?. 
a year would be just as cheap, or would yield just as large 
a profit, as when the tenant had to pay 1000?. a year as 
rent, and 200?. a year in rates. If the farmer, instead 
of being a yearly tenant, held the land upon lease, it is 
evident that although the landowner would not be able so 
immediately to appropriate to himself the saving resulting 
from the land being relieved from rates, yet he would 
be able to do so at the expiration of the lease. It is 
therefore evident that if rates were altogether remitted, 
the advantage would be sooner or later appropriated not 
by the cultivator but by the owner of land. From siTnila.-r 
reasoning it can at once be shown, that if rates are re¬ 
duced, the rent of land will be ultimately increased by an 
amount exactly equivalent to the reduction in rates. If, 
however, there is a lease the rent cannot be raised until 
the expiration of the lease, and consequently, during this 
time, the tenant is able to appropriate to himself the 
advantage resulting from the reduction. Tenant-farmers, 
therefore, are entirely misled, if they suppose that they 
are interested in the amount of rates which is paid to the , 
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same extent as the lando'wners. If rents were regula 
entirely by competition, and not at all by custom, 
increase in rates would be no loss, and a reduction 
rates would be no gain, to those farmers who are yes 
tenants. In the case of farms held on lease, the ex 
burden resulting from an increase of rates would have 
be borne by the farmer, and the saving resulting from 
reduction of rates would also be appropriated by 1 
during the period his lease may have to run. In or 
still more clearly to show that rates are really paid not 
the occupier of the land but by its owner, it will perh 
be desirable to consider the question from a somew 
different point of view. It is a well-known principh 
economic science that at any particular time there ; 
certain rate of profit appropriate to industry. Ibis 
termed the natural rate of profit, and it may be regar 
as indicating a position of stable equilibrium. If 
profits exceed this rate, then the industry becomes 
ceptionally remunerative. There arises an active ci 
petition to participate in these extra profits, and pre 
are reduced by the force of competition. In a sim 
way capital will not continue to be embarked in 
industry wdiich is exceptionally unremunerative, and t 
a force is brought into operation to raise profits if t 
are reduced below their natural rate. Assuming 1 
farmers could appropriate to themselves the benefit 
suiting from a decrease of rates, farming would becc 
an exceptionally profitable industry. Farms would b( 
actively competed for that the rise which would t 
place in rents would at length be equivalent to w 
had been saved in rates, and consequently the fan 
would ultimately be no better oft* than he was bef 
When it was proposed to abolish the Corn Laws 
farmers were the stanchest advocates of protection. T 
were deluded into the belief that they, as a class, v 
specially interested in the maintenance of high pri 
They seemed incapable of recognising the very obvi 
fact that their rents were adjusted according to the p 
of agricultural produce. High prices simply meant I 
rents. Untaught by experience, they are apparei 
about to commit the same error, for they seem to th 
that if rates are reduced they will be able to appropr, 
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the advantage to themselves. As, however, sufficient has 
probably been said to establish the proposition that a 
rate is a charge upon land, and is not a tax on the 
cultivator, we will now proceed to consider who really 
pays the rates which are levied upon houses and business 
premises. 

It is evident that in the case of a house there are three 
distinct persons to be considered. In the first place there 
is the owner of the ground on which the house stands; 
secondly, there is the owner of the house itself; thirdly 
there is the occupier or tenant of the house. It may in 
the first instance be assumed that the occupier has not a 
lease, but is simply a yearly tenant. It generally happens 
that the aggregate rent which is paid by the occupier 
consists of two portions. He pays a ground-rent to the 
owner of the land, and he pays a rent to the owner of the 
house. The amount of the latter sum must be sufficient 
to give a proper remuneration, or, in other words, to yield 
a fair profit for the outlay incurred in building the house. 
This being the case, it is obvious that the amount of rent 
thus paid cannot be affected by the amount of rates levied 
upon the house. Capital would not be invested in building 
unless the return was sufficient to yield the ordinary rate 
of interest. It therefore follows that rates' must be borne 
either by the occupier of a house or by the owner of the 
land upon which it is built. In order to ascertain whether 
the burden of rates really falls upon the owner of the 
ground or upon the occupier, let us suppose that house 
property is relieved frotn the payment of rates. We have 
then to determine whether the saving which would result 
would be appropriated by the owners of ground-rents or 
by the occupiers of houses. In deciding this question it 
must be borne in mind that the area of land on which 
houses can be built is not limited in quantity. If, for 
instance, it is assumed that there is a house, the rent of 
which is 60?., the ground-rent 10?., and the rates 20?., we 
have to consider whether the 20?., saved by the remission 
of rates, could or could not be appropriated by the owner 
of the ground-rent. If it were possible for him to appro¬ 
priate this amount to himself, it is at once obvious that 
his ground-rent would be advanced from 10?. to 30?. We 
now, however, have to inquire what is the determining 
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cause *whic]i fixed tlie grouud-x'ent at lOZ. previous to thi 
lemissiou. of rates. It is manifest that to this questioi 
there can only be one answer. The ground-rent is sinipl; 
the price paid for the use of a plot of ground, and thi 
price is regulated by demand and supply. The meri 
remission of rates can exercise no direct influence eithe 
upon the demand for, or upon the supply of, building grounc 
and consequently no change can take place in its pric€ 
It therefore fallows that ground-rents will remain thi 
same as they were before, and the saving resulting fron 
the remission of rates cannot be appropriated by th^ 
; owner of the ground-rent, but will represent so inuc] 
gained by the occupier of the house. It will be observe( 
that in establishing this proposition it has been state< 
that the remission of rates can exert no direct influenci 
upon the price of building groulid. The expression ‘^'direc 
influence’" has been employed because it may no doub 
^ slight indirect effect may be exerted upo] 
the price of building ground by the remission of rates 
The gain which will accrue to house occupiers from sue] 
a remission will enable them of course, if they please, t< 
live in a somewhat better house. Thus a man who save 
20Z. a year from having to pay no rates may be induces 
to take a better house. Again, it no doubt happens tha 
a man often delays commencing housekeeping until In 
thinks he is in a position to afford taking a house suit 
able to his position. The remission of rates, by lessenin| 
the cost of housekeeping, would increase the demand fo. 
houses. It therefore follows that the remission of rates 
by inducing some people to live in better houses, and b] 
inducing others to commence housekeeping, would exer 
cise some influence in the demand for building ground 
The price of this building ground would somewhat advance 
and a^ small portion of the benefit resulting either fron 
a remission or reduction of rates would fall to the shar( 
of the owners of ground-rents and of building ground 
Making, however, full allowance for, this, we still arrivt 
at the conclusion that by far the greater part of the 
advantage would, in ordinary cases, be undoubtedly ap¬ 
propriated by house occupiers. We say ^Tn ordinary cases,’ 
because it is necessary to point out that in certain excep¬ 
tional instances the reverse of what has just been statec 
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takes place, and the greater proportion of the rates is paid, 
not by the occupier of the house, but by the owner of the 
ground. The reader will probably perceive that through¬ 
out the above investigation it has been assumed that the 
area of building ground is not limited in quantity. It is, 
however, obvious that this assumption is only true in certain 
cases and with certain qualifications. It is, for instance, 
perfectly well known that some houses possess a mono¬ 
poly of advantage so far as situation is concerned. Some¬ 
times the advantage consists in beauty of prospect. A small 
pea of ground may command a beautiful view, and there 
is no power whatever of increasing the number of houses 
built upon it. In other cases the advantage arises from 
convenience of situation for business purposes. Customers, 
for instance, are more likely to be attracted to those shops 
which happen to be situated in the leading thoroughfares 
of our large towns. The competition for business premises 
possessing these exceptional advantages of situation is so 
great that the rent is only in a slight degree determined 
by the value of the building itself. Thus business pre¬ 
mises at Charing Cross or in Lombard Street which may 
only cost 10,OOOZ. to erect may not improbably let for 
*6,0001. a year. A profit of ten per cent, may be regarded 
as more than an ample return upon money invested in 
building. Consequently, in such a case as that just de¬ 
scribed, where the annual rent is S,000Z., certainly not' 
more than 1,000/. of this amount can fairly be regarded 
as the rent of the building; the remaining 2,00QZ. is the 
annual price or rent paid for the use of the ground on 
which the building stands. Assuming that the rates on 
this building are 5s. in the pound, or, in other words, 7501. 
a year, we have to determine whether these rates are 
borne by the owner of the building or by the occupier. 
In order as far as possible to simplify the investigation, 
we will in the first instance suppose that the owner of the 
ground is also the owner of the building, and it will then 
be only necessary to determine whether, if rates were 
altogether remitted, the gain would be secured by the 
owner of the building or by its occupier. It is at once 
obvious that the rent which the occupier pays is not 
regulated by the cost of erecting the building. The cause 
which here determines value or rent is not, as in ordinary 
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cases, cost of production, but the demand -which exists t 
any particular time for an article the supply of -whic 
cannot be increased beyond definitely assigned -limit 
The rent of an. ordinary house is ultimately determine 
by the cost of production, just in the same -wa}/- as th 
price of ordinary commodities is regulated by the outia 
involved in producing them. If, however, there is sorn 
article, the supply of which cannot be increased, sue! 
for instance, as a vase designed by a distinguished artis 
no longer living, it is evident that its price is not ir 
fluenced by the original cost of producing it, but is solel 
controlled by the demand of those who may wish to pm 
chase the vase. The demand which may be regarde 
as proving effectual in this case, or, in other words, th 
demand which ultimately fixes the price, is to be measure 
by the amount offered for the vase by the purchaser willin 
to pay for it the highest price. If we inquire why ther 
is this demand for the vase, or why a person is willing t 
pay this highest price, we can only say that the desir 
may be prompted by pleasure, or by a prospect of ultimat 
profit. Analogous considerations will show that the pric 
-or rent paid for a house possessing exceptional advantao-g 
of situation is only in a small de^ee influenced by Sii 
cost of building the house, but is determined by th 
highest price which any one is willing to pay who wishe 
to occupy the house, either for purposes of pleasure, or i; 
order to secure the extra trade profits which will resul 
from the occupation of premises in a peculiarly favourabl 
situation. It is evident that this demand, whether prompt 
ed by pleasure or by an anticipation of gain, is not in 
fluenced by the amount of rates which may be levie< 
on the premises. Thus, assume that there are two set 
of business premises, one in the Euston Eoad, and th 
other at Charing Cross, which, so far as regards the sizi 
and general character of the buildings, are identically th^ 
same, it is by no means unreasonable to suppose that i 
the premises in the Euston Eoad let for 500?. a yeai 
those at Charing Cross would let for 2000?. If thes^ 
should be the two rents respectively paid, the difference 
1,500?. a year, would represent the pecuniary vain- 
possessed by premises of this character when situate( 
at Charing Cross, compared with the Euston Eoad. L 
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saying that the rents are 200OZ. and 500Z. respectively, 
it is assumed that these rents include the amount paid 
in rates. Suppose that there is a nniform consolidated 
rate in the metropolis of os. in the pound ; the aggregate 
rent of 2000Z. which is paid for the building at Charing 
Cross, will consist of 1600Z. paid as rent to the landlord, 
and 400Z. paid as rates. The 500Z. of rent for the building 
in Euston Koad is composed of rent to landlord, 400Z., 
and rates, lOOZ. Let us now inquire what would take 
place if rates were altogether remitted. What is true 
in the case of the entire remission of rates would, pro 
tantOj hold good in the case of reduction of rates. As 
the two buildings which we are now considering are in 
every respect of the same size and character, it is manifest 
that the cost of erecting each must have been the same. 
Let it be assumed that this cost was 4000Z., upon which 
there is a return of 8 per cent. The Euston Eoad premises 
which let for 400/. a year may consequently be regarded as 
yielding an ordinary rent of S20Z. a year and a ground-rent 
of 80Z. The premises at Charing Cross, in consequence of 
their erection costing the same as those in the Euston Road, 
yield the same ordinary rent, viz. 320Z., and the ground 
rent will consequently be 1,280Z. The remission of rates 
•would not in any way affect the pecuniary value for business 
purposes possessed by the house at Charing Cross. The 
demand for this house would be the same as it was before 
the rates were remitted, consequently its owner would 
he able to secure the same rent for it, viz. 2,OOOZ. This 
rent of 2,OOOZ. previously consisted of three distinct ele¬ 
ments; viz. 400Z. rates, 1,280Z. ground-rent, and 320Z. 
ordinary rent, or, in other words, the return for the money 
spent in building the house. The amount of this return 
is solely regulated by the ordinary rate of profit upon 
money invested in building, and is not, therefore, in any 
way affected by the remission of rates. Hence, w^hen no 
rates are paid, the aggregate rent is still 2,00 OZ. a year, 
and as the ordinary rent still remains at* 320Z. a year, 
it therefore follows that the ground-rent wull be increased 
hy 400Z., viz. from 1,280?. to 1,680?. From these con¬ 
siderations it appears to he proved that in the case of 
buildings possessing exceptional advantages of situation, 
rates are not a charge on the owner or occupier of the 
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house, but upon, the owner of the ground, because it ha 
just been shown that if rates were remitted, the saving 
resulting would simply represent so much added to thi 
ground'-rent. When business premises do not possess an^ 
exceptional advantages of situation, it is evident, fron 
considerations similar to those adduced in the case o: 
ordinary dwelling-houses, that rates are a charge upoi 
the occupier or tenant. It still, however, remains for m 
to determine whether the tradesman who pays rates upor 
his shop, and the merchant or manufacturer who pays rates 
upon a warehouse or manufactory, are able to shift tht 
burden of these rates upon the purchasers and the con¬ 
sumers of commodities. Putting this question in anothei 
form, we have to ascertain whether rates are to be regarded 
as a deduction from trade profits, or whether they are a 
tax imposed upon the consumers of merchandise. It wil] 
be^ easy to show that the answer which must be given to 
this inquiry will be different under different circumstances. 

In the first place let it be assumed that the rates im¬ 
posed in different localities are the same, and that the 
home trader has to encounter no foreign competition. 
Under such circumstances there can be little doubt that 
rates would be really paid by the consumer and not by 
the trader. If this were-not so, any increase in rates 
would represent so much taken away from the profits of 
trade. But if trade profits were thus diminished, they 
would sink below their natural level, and the force of 
competition would at once be brought into operation to 
restore them to their former position; for it is obvious 
that capital would not continue to be invested in busi¬ 
ness if it could be more advantageously employed in 
other undertakings. We have next to inquire what 
would take place when rates are higher in some localities 
than in others. Those who carry on business in localities 
•where rates are exceptionally high would be xinable to 
shift the burden of the extra rates upon the consumer, 
because the competition of those localities wliere rates 
are comparatively low, would prevent the price of the 
conamodity being raised sufficiently to compensate those 
traders upon whom the exceptionally high rates are im¬ 
posed. It is therefore evident that the trade of a district 
may be seriously imperilled if it has to bear rates much 
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in excess of those which are levied in other localities. A book iv. 
merchant or manufacturer may be unable to continue his . ch. vii. 
business, or may be induced to withdraw his capital to 
other localities, if he has to bear the burden cast upon 
him by excessive rates. It has been very frequently said 
that the trades’-unions are mainly responsible for the 
decline of the ship-building trade on the Thames, It is, 
however, probable that this decline ought, in a far greater 
degree,^ to be attributed to the excessive rates which for 
some time prevailed in the East end of London. Sum¬ 
marising the conclusions at which we have just arrived, 
it may be generally stated that rates, so far as they repre¬ 
sent a uniform charge upon business premises, are a tax 
imposed upon consumers. In those cases where rates are 
exceptionally high, the excess above the ordinary amount 
constitutes a special tax imposed upon the traders of the 
locality. 

In order to complete the investigation, we have next to 
inqixii'e whether the conclusions at which we have just 
arrived have in any way to be modified, when the compe¬ 
tition of foreign traders is taken into account. It has * 
been shown that, as'rates are ordinarily a charge upon 
the consumer, an increase of rates will raise the price of 
commodities. Such a rise in price, however, will at once 
stimulate foreign competition. The foreign producer, 
anxious to avail himself of these high prices, will send us 
a greater quantity of goods. This augmentation in the 
foreign supply must exert an influence in reducing prices. 

It will consequently follow that the home trader, when 
rates increase, will only be able partly to recoup himself 
by a rise in prices. The burden in this case will have to 
be shared between the trader and the consumer. The 
more rates are increased, the greater will be the advan¬ 
tage given to our foreign competitors. It may quite pos¬ 
sibly happen, that a constant increase in rates, such as 
has taken place for some years past, may ultimately jeo¬ 
pardise the very existence of many branches of industry, 
in which there is a close competition, between the home 
and the foreign producer. 

It may, in conclusion, bo desirable to trace the inci- 
dence of rates when imposed upon such undertakings as ofmteson 
railways and gas and waterworks. Nothing can be more 
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Yii. jevying rates upon these undertakings. It has bee 
already stated that rates are levied upon the annual lei 
ting value of business premises, and not upon the profii 
realised from the business. In the case of railways an 
waterworks, rates are levied by an absolutely uiiintelli 
gible process. They are, in a certain rough way, impose 
upon the profits realised. The laws of rating, so far a 
this kind of property is concerned, are simply a mass c 
heterogeneous and contradictory jargon, which no amoun 
of human ingenuity can interpret. A late eminent judge 
in giving his decision in a dispute arising from tlie rating 
of some waterworks, declared it to be impossible to recon 
cile or to understand the various contradictory Acts o 
Parliament which bore upon the subject. We musi 
however, forbear from pursuing this branch of the subjec 
at greater length; for the object we have in view i 
rather to trace the incidence of rates than to adduce 
instances to prove how imperatively our entire system o 
local finance and administration requires fundameata 
reform. The rates which are imposed on railways an 
usually supposed to be a charge upon railway travellers 
and not a charge upon the proprietors of railway stock 
Some valid reasons, however, may be adduced for arrivin< 
at a different conclusion. It will be scarcely denied tha 
there is a certain point at which railway fares might bi 
fixed, so as to return the maximum profit. Railway ma 
nagers very likely have hitherto failed to discover thi 
point. Some competent authorities assert that the pro 
fits of railways would be greatly increased if existing fare 
were considerably reduced. But whether this shouL 
ultimately .prove to be so or not, the fact still reinainj 
that as railways are ordinary, commercial undertaking 
primarily administered for profit, the facilities which ar 
offered for the conveyance of goods and passengers, so fa 
as fares and accommodation are concerned, are such a 
will, in the opinion of directors and managers, yield th 
largest amount of profit. Bearing this in mind, let it b 
supposed that, in consequence of an increase of local ratei 
an extra charge is thrown upon a railway. We havi 
therefop, simply to inquire whether the railway proprie 
tors will be able to recoup themselves for this exit 
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charge by increasing the fares for goods and passengers. 
It certainly seems that such a question admits of but one 
answer. If fares could with advantage be raised after the 
extra rates were imposed, why were they not raised be¬ 
fore ? The original amount at which these fares were 
fixed was supposed to indicate a point at which the max- 
irnuin of profit would be realised. How, then, can it be 
imagined that an increase of rates would prompt railway 
proprietors to raise their fares, or, in other words, to do 
that which would lead to a reduction in their profits? 
I’rom analogous considerations it follows that rates im¬ 
posed upon waterworks and gasworks represent a charge 
ui)ou the profits of these undertakings. There,is a cer¬ 
tain price which, if charged for gas and water, will yield a 
maximum of profit, and, consequently, a rise in price, 
instead of providing compensation for an increase of rates, 
would simply tend to reduce profits. It not unfrequently 
ha,ppens, however, that when an Act of Parliament is ob¬ 
tained for the construction of gas and waterworks, the 
proprietors are prohibited from appropriating to them¬ 
selves a dividend of more than a fixed amount, generally 
10 per cent. When this maximum dividend has been 
reached, it is evident that rates are solely a charge upon 
the consumer, because if there were no rates there would 
be so much more of extra profits, to appropriate to a 
reduction in the price of gas and water. In those cases 
■where gas and waterworks are owned by a municipality, 
there can, of course, be no object in rating them at all. 
If they are made to pay rates, it is simply taking money 
out of one pocket and putting it into another. 

There is one peculiar injustice associated with the 
present method of levying local taxation, upon which 
it is desirable to make a few remarks. It will be seen 
that the inequality to which we refer presses with par¬ 
ticular severity upon the leasehold occupiers of dwellinf- 
bouses and business premises. It is, as we have shown m 
the last Chapter, a prominent characteristic of local 
finance in this country, that the aggregate local expend¬ 
iture each year exceeds by many millions the aggregate 
amount which is raised by local taxation and by grants 
from the imperial exchequer. This excess of expend¬ 
iture over revenue, which often amounts to more than 
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10,000,OOOZ., has to be met by raising loans upon the 
security of the rates. 

It is surprising that the amount of local indebted¬ 
ness, which is being rapidly accumulated throughout the 
country, has hitherto attracted so little notice. We are 
constantly congratulating ourselves that the imperial 
revenue exceeds the expenditure by 3,000,000^. or 
4,000,000/. a year; and yet we persistently ignore the 
fact, that the addition which is each year made to our 
local indebtedness greatly exceeds any diminution which 
is effected in our national obligations. Every facility 
seems to be given to local authorities to get into debt, 
and what makes the matter still more serious is, that the 
circumstances under which these loans are contracted 
are frequently involved in inextricable confusion. This 
S 3 ’stem of constantly borrowing is often justified upon the 
plea that the mone 3 r is devoted to works of permanent 
improvement. But it is sometimes difficult to discover 
whether a portion of these loans is not occasionally 
purposes which ought to be defrayed out of 
ordinary revenue. Again, it is frequently urged in defence 
of this systeiii of borrowing for works of permanent utility, 
that at the time the loans are contracted arrangements 
are entered into which will secure the repayment or 
redemption of the loan in a certain limited period. Thus, 
if 500,OOOZ. is required for the canying out of a new system 
of drainage, or for the construction of waterworks, the 
money is raised either in the form of terminable annuities, 
or, which comes to the same thing, the local authorities 
consider that the loan involves a charge of six or seven 
per cent, and the amount of this interest above the 
current rate is devoted to the creation of a sinking fund, 
which will enable the loan to be paid off* in a certain 
period, say twenty-one years. It is easy to show that this 
arrangement, instead of constituting a defence of the 
present system, is essentially unjust, and it is to the 
injustice associated with it that we will now direct the 
attention of the reader. If 500,OOOZ. is, as we have 
supposed, raised for drainage purposes, or for waterworks, 
let us inquire what will take place if the loan is paid off* 
in twenty-one years, seven per cent, interest being charged 
upon it during tne period. The loan will obviously, upon 
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In its number for March 11th, 1871, the Spectator said: “We wish Professor 
Fawcett would devote a little more of his time and energy to the practical 
consideration of that monster problem of Pauperism, for the treatment 
of wMoh his economic- knowledge and popular sympathies so eminently 
t him.” This volume may be regarded as an answer to the above. The 
seven chapters it comprises discuss the following subjects“ Pauperism 
and the old Poor Law.” II. “ The present Poor Law System.” III. 
“The Increase of Population.” IV. “National Education; its Economic 
and Social Effects.” V. “ Co-partnership and Co-operation.” VI “The 
English System of Land Tenure.” VIL “The Inclosure of Commons.” 
The Athenjium calls the work “ a repertory of interesting and weU-digested 
information.” 


MACMILLAN AND CO. LONDON. 



Bedtok-D Street, Strand, London, TLC. 

jarniary 1S75, 


Macm/llan c- Co:s Catalogve of Works 
in the Departments of History^ Biography^ 
Travels^ Critical and Literary Essays, 
Politics, Political and Social Economy, 
Laza, etc,; and JVorks conneaied ivith Lan-^ 
gnagir 


HISTORY, BIOGRAPHY, TRAVELS, &c, 


Arnold. —-ESSAYS IN CRITICISM. By Matthew Arnold, 
New Edition, witli Additions. Extra leap. Svo. 6.0 
CoNTKNTs :—'‘77 a' Imncfiou of Cn'lkis/ji at t/io ProsoiA TOno 
7/S’ /,/A777n' Juihicnce of Ai-adojaiosy ''Esiauricb do CitorOi 
“ Euyojn'i! do Guerin ; ” Htduirick lIAnc ; ” Mca'iural; 

'‘Eo/yious Sonlinhiiiy Joubert g 'GSfi^iooui and tfe Biulo E 
‘ SliU'ciis Aurelius .” 


Atkinson.—AN ARl^ TOUR TO NORINIERN CAPITALS 

01 '’ Eli R( )]ML iucliuiing Descriptions r,i ilie Towns, l!ie Museums, 
and otliei' Art '’i’reasures of Copenhagen, Christiana., Stoddudiii, 
Alu>, 1 lei sin 1.1:10 rs, ^\■il)o^^•, St. iMtcrUjura;, hloscuYN and Iviel. 
i’.y liEAVINO'rON A'l'K 1 N.S(.)N. Bvo. 120 . 

“ .■lliJiouyh iJio luuiu fiir/KKseof the hook is j/r;V//r kept in rewo, ami 20 c 
noT'or foroyt for hoiy Ihat roo are iravAHuii seit/i a s/.udo;;t and oonf:o;ssou;% 
/Ukluso}! ofrucs shirioty to hds non-ralis’O /y ey soeiuyujid 

Criof (Alusious to Jiisioiy and uniuiiors sokiJ: aro dl:V':ys sot.ooiUt se/uyi^ 
they otrui\ a7id iUV nesjor loordy or o7.'ord(nn\ II <’ Case seu/o/u vict zviOi 
(! fk'k iu lo/iii’k 'toJiat is principal and solial zs uizoossory have been/cept tu 
rot lor Crof'oriio/! to ouch oi/ierA —SA'rURD/W Re\te\v. 


Baker (Sir Samuel W.)—Works by Sir Samuel BakeRj 
Pacha, M.A., F.R.G.S. 

ISM/VILIA; A Narrative of llic Expedition to Cenlral_ Afnca for 
llic Snpprcwion of the Slave Trade, organised by Ismail, Kiiedive 
cd' Egypt. Yvilh Portraits, Ma])s, and iifiy full-page Illustrations 
])Y Zv/KCKKR aiid Durand. 2 vols. Svo. 36^ 

‘E-/ hook u’Jiioh zodl bo road wU/i very great iriterestd —iiiRES. “ v/eJ 

A. a. ' A 


10,000.1.75, 
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Baker (Sir Samuel) (coniimiN)— 

zoriftcN Lftid fidl of rcNiarkablo adi\'t;l>i ros'd Mai.i, <i\/! !ii 

lliisc hoo sdlcndui VLyluHU's add anoihor l/wiUdhi (dia/'lA r io id iuso' r 
of xlfriro.ji ad:'oid.it 3 ‘od' —Daila'Nkws. Roads i/toro //(v it laataiMo 
.... iiioo;;faraJdy;;hdveuiorlai;iiiiif/td!i hides tf R/i loa a iraaol tisifhir 
iirod —^slniAMNi; Pos']'. 

TliE ALBERT N’YANZA Great Basin of the Mile, ajid Ivxjti.a.i 
tion of tlie Mdle Sources. Fourth Idlitiou. Maps ami llhisli.ipHir;. 
Crown 8vo. 6.r. 

‘‘ Cliciniii/ify %mdttcnf says the Siucctatok, dv pif/d bo 

expoctod, of mcldeif ami free from iJiai sooarbsomo rodriation if' as oioss 
facts which is the drazvback to almost all holes if Jjrioim traro/f 

THE NILE TRIBUTARIES OF A PA'SSINi A, and I he Sword 
Huiiiers of tlie Ilaniran Arabs. With Aliips and Illusl.iaiion,.. 
Fifth Edition. Crown 8vo. 6 s, 

77 /t’TlMES Azj:0'; adds much to our iiforiualiou rospootiuti lb;: y:b:a>. 
Abyssinia and the different 'races that spiuad moor if. It oontaln.s', mo >. 
mv', some notable instances of Jdngiish daring and ontorpri si no, shd : 
it abounds in animated tales'of exploits deCtr /,• the hoarhf tho la itu'. 
sportsman ; and it will attract even the least stiioilous 3Yadoi\ a\ ib:o aediri 
tells a story wcip and can describe nature with uncomneon pioon , 

Bariiig-Gould (Rev.- S-j M.A.)—,i. .egemos oi-' (')En 

TLSTAMIiNT CHARAC'rifRS, from the 'Ihlniud aiitl odic! 
sources. By the Rev. S. Baring-Ooum), JM.A., Am inn oi 
Curious Mytlis of the Middle Aacs, ” Tin* < iri/dn and I )cvr|(ip‘ 
ment of Religious Belief,” “In Exitii Isrncb” da’ In 'Luo \ u!r. 
Ciwn 8vo. i6j. VoL I. Adam to Al),rali;uu. Voh if, IMiF. 
chizedek to Zechariah. 

“ 7 //rA’ z'olumes eontam ■ nmch that is sorr aAv/v/a, anab to the (*r- 
dinaiy English reader, very fwvdf’-~J)Anxb M icw:-,:.' 

Barker (Lady ).—station life in Niov zkalakh. 

By Lady Barker. Third .Edition, (jlobcHvo, ys, b,/. 
^^JVediave never read a nume truthful or a fdcasautcr yittb- boheP' - 
AT1-IEN.YUM. 

Bathgate.—COLONIAL EXrF.RI ICNI'ICS : or, SI. l, lie; ..I 

Peo]lie and Places in the Province of < New/.ral.-md. P.y 
Alicxander Bathgate. Crown 8\''u. yV, 6./. 

Blackhurne— r.iocRAlTiY of 'I'lii: Kioiri' iion. 
FRANCIS BLACl^IiURNE, Late Lord ( huiner!h)!■ u!* h'ri.iitd. 
Chieily in coune\ion with his Piihlic and Polilieal (’aoM-i. Ey lii;: 
boiR Edward Blachrurne, Q.C, With Porlrail Kw>ioMd[ !,^ 
Jeehs. 8 VO. I2A 
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Trench, Atclxhishop—continual. 

PLUTARCH, HIS LIFE, HIS LIVE^ D a ' ’ 

Five Lectures by ■ L,.„rvcl Fcap 8v(>- 

bishop of Dublin Secona EdUion. 

, ,,, ,,, 

SVml S hy Archuisho,.. 1 .u.Ncn. 

Kew aid Cheaper Issue, with Portrait. Svo. O-o 

Wallace.-THE MALAY ARCIIIPELAGO : 

rSu^^of “:ith"t^;ic;';:r itbAr.,d 

NaLe. 'with Maps and Illustrations. Ihftli hdition. t-Knva 

Svo. 7^. 6u. 


of having origTiiakd^ vtide^uiaenily (f • ■ 3 

“ t'. ...w,/»»./ 

miflagging interest^ and a snjjicitnt aa^^^^^^ / v . .^//, 7 r/ vfv n/ay 

silmmlate our apfetitc wdJioiU wemying u.\ y Lul 

safely say that wc have ntroer read a more agreeabic Imh oj k. ...m. 

Saturday Review. 

Waller,—SIX WEEKS IX THE iiiu^' 

JOURNAL IX ICELAND. Ry b. L. Waller. WM lltu,. 

trations by tlie Author. Crown Svo. O.t. |■^,;,|, , ,/■ 

» An exceedingly pleasant and ngeraliy ■wrd/cn ug t . -,/.. ^ _ _- 

My. Waller has a clever pencU, and the text is m/. ' ,.., 1 ;,;. 

ozon rXvfr/;c,’r.”—T imes. ‘‘A z'ciy ling ,'J''‘Ty';(''.,'pc'p\,7:T.vrnu. 

N.EUM. *'W'i bright little bookj adruirably iUuik a'dd. 

Ward (Professor).— THE HOUSE OF AUSTRIA IN -IT IE 
THIRTY YEARS’ WAR. Two Lectures, with Notes inul 1 lius- 
trations. By Adolphus W. Ward, M.A., Prolessor o Ilisto.y 

in Owens College, Manchester. Extra leap bvo. ax M. . 

“ We have neverread,” says the Saturday Rtituttw, any lyg. 
■ujkich bear more thoroughly the impress of one zaho has it Irue ana vig. mus 
grasp of the subject in hand. ” 

Ward ( 1 .)—EXPERIENCES OF A DIPLOMA'l'lS'l' r.ein|> 
recollections of Germany founded on Diaiaes kciit nunng' 
1840—1870. By John Ward, C.Ij., late ll.M. Wnu.hei- 

Resident to tlie Hanse Towns. Svo. los. Li. 
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Youne (Julian Charles, M.A.)—A MEMOIR oi' 

"""“cnUt MAVNE VOUNG -"l: 

CNa^m- Edition. Crown Svo. Is. bet. 


Louis NapoUosi, D’Orsay, Vicnens, ^\ Mj' A ''r,,yM 
Constailefand Stanfield, etc. etc tN read^inusl kMMud to ptea^. 

who cannot find entertainmcfit, —Pall Mall 


POLITICS, POLITICAL AND SOCIAL 
ECONOMY, LAW, AND KINDRED 
SUBJECTS. 

Baxter.— NATIONAL INCOME : Tlie United Kingdom. By 

R. Dudley Baxter, M.A. Svo. 3 a 


Bernard.— FOUR lectures on SUBJECTS CONNECTED 

WITH DIPLOMACY. By Montague Bernard M.A., 

CMchele Piofessor of International Law and Diplomacy, Oxioui. 

^^tlngidaHy interesting so able, ckar^ SPEC-- 

TATOR. 

Bright (John, M.P*)-“SPEFXHES ON QUK^rtONS OF 
PUBLX POLICY. By the Right Hon. ^rk.U! M.D 

Edited by Professor Tiiorold Rogers. Author s I ojuilar Ldiiioiu 

^^Mr. Brifiids speeches will always deserve to be slndud, es an 
aii-trsHticeship to popular and parliamentary oratory; they wUl Jorm 
materials ftr the kistorv of our time, and vmny onlhant passayrs, 
yerltaps some entire specdies, mill really become a fart aj the Irawy 'Uem- 

ture of Enflaiui."—Vtyi.tyi'lS'S.sN%. 

LIBRARY EDITION. Two Yols. Svo. With Portrait, ajj. 


Cairnes.— Works by J. E. Cairnes, M.A., Emeritus Professor of 
Political Economy in University College, London. 

ESSAYS IN POLITICAL ECONOMY THEOI^ICA 
and APPLIED. By J. E. Cairnes, M.A., Profc.ssor of loliUcal 

Economy in University College, London. ^ Svo. ioa6(/. 

** iphs pToductiom of one of the ablest of hvin^ econofuisis, •—A'illL- 
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MACMILLAN^S CATALOGUE OF 


Fawcett (H.) — conitmud. ^ 

pdndples of the science, and to its f radical afflications in Ihefrohlcms 
of modern, a?id especially of English, government and society. 

PAUPERISM : ITS CAUSES AND REMEDIES, Crown Svo, 


The calls tluvim-h a repertory op interesUngana ulu- 

digested information^ _ _ ^-rrr'o 

SPEECHES ON SOME CURRENT POLITICAL 
TIONS. 8VO. los. 6d. ^ ^ ,, 

T/icv toill kelp to educate, not perhaps, parties, lid the eancamrs oj 

parties .’^— Daily NeyvS. 

ESSAYS ON POLITICAL AND SOCIAL SUBJECTS. By 

Professor Fawcett, M..P., and Millicent Garre ri 

Fawcett, Svo. ioa 6A -n^iTv 

“ 77ic.y ivill all repay the perusal of the thinking reader. — JJ.iiiA. 

News. 


Fawcett (Mrs.)— Works by Millicent Garrett Fawcett. 
POLITICAL ECONOMY FOR BEGINNERS. WITH QUES¬ 
TIONS. New Edition. iSmo. 2 a 6A ^ 

77^^ Daily News it clear, compact, and comprenensrre^,^ ami 
the Spect.ytor says, “Jfrs, EazocetPs treatise is perjeclly siii^^u o *, s 


purposed 

TALES IN POLITICAL ECONOMY. Ciwii Svo. 3^. ,, 

“ The idea is a good one, and it is quite -smiderfitl soluu. a ,0 
economic teaching the author manages to compress into a small spue . J ue 

true doctrines of Intemiafional Trade, Currenev,^ and tne unio 
Production and Fopulaiion, are set bfore us and illusirated in a mam. g 


ATHEN.-EUM . 


Freeman (E. A.)^ M^A., D.C.Lf.^ COMPxVRAJiVE 
POLITICS. Lectures at tke Royal Institution, to wmcli is 
added ‘^Tlie Unity oftlistorj,” being the Rede Lecluie delivered 

at Cambridge in IS 73 . Svo. 14 A . 

“ We find in Mr. Freeman's nezo volume tne sainc sounu. 
comprehensive qualities zohkh have long ago "raised hmi toyo a 
amon-sf histoiical zuriters. For hisioncal discipline, ficn, ay zoir a. 
historical informaiion, Mr. Frccmaiis book is Jiiu oj vat no. --x xi... 
Mall Gazette. 


Godkin (Tames).—THE LAND WAR IN IRELAND. JX 

Histoi-y for the Times. By James Gobkin, Author of ‘ Ireland 

and herUliurdies,’" late Irish Con-espondent of the Itmcs. ovo. 

^^Tliereis probably no other account so cornpendmis and so cmipleic.^ 

Fortnightly Re^hew. 
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Martin.— THE STATESMAN’S YEAR-BOOK: A Statistical 
and Historical Annual of the States of the Civilized Wor d. 
Handbook for Politicians and Merchants for the year 1871;. By 
Erederick Martin. Twelfth Annual Publication. Revised 
after Official Returns. Crown Svo. lor. 6d. 

The Statesman's Year-Book is the only work in the English language 
which furnishes a clear and concise account of the actual condition of ah 
the States of Europe, the chilizal countries of America, Asia, and 
Africa, and'the British Colonies and Dependencies in all farts ot ihi 
world! The new issue of the work has been reeiscd and corrected, oh the 
-ehasisi^'official reports received direct from the heads oj 
mentsofthe world, in reply to letters sent to them by the Editor Ihi ouji 
the valuable assistance thus given, it has been possible to collect an amount 
of information, political, statistical, and commercial, ophe latest dp, and 
if unimpeachable trustworthiness, such as no publuatwn of tne sap 
kind has ever been able to furnish. “As indispensable as Bradshazo. — 
Times. 

Phillimore. —PRIVATE LAW AMONG THE ROMANS, 

from the Pandects. By John George Philumore, Q.C. bvo. 

i6j. 

Rogers.— COBDEN AND POLITICAL OPINION. ByJ. E. 
Thorold Rogers. Svo. lor. (od. 

“ Will be found most useful by politicians of every school, as it forms a 
sort of handbook to Cobden’s teaching."—Nm-e.tDS.VM. 

Smith. —Works by Professor Goldwin Smith 

A LETTER TO A WHIG MEMBER OF THE SOUTHERN 

INDEPENDENCE ASSOCIATION. Extra fcap. Svo. 2r. 

THREE ENGLISH STATESMEN: PYM CROmVELL, 
PITT. A Course of Lectures on the Political History of England. 
Extra fcap. Svo. New and Cheaper Edition. 5.1. ' 

Social Duties Considered, with Reference to the 

ORGANKATION OF EFFORT IN WORKS OF BE¬ 
NEVOLENCE AND PUBLIC UTILITY. By a Man of 
Business. (William R.4THE0NE.) Fcap. Svo. <pr- o«- 

Stephen (C. E.)— THE SERVICE OF Tim POOR; 

Being an Inquiry into the Reasons for and ngainst the Establi.*- 
ment of Religious Sisterhoods for CliaritaMe Purposes, By 
Caroline Emilia Stephen. Crown Svo. 6 s . W. 

“-The ablest advocate of a better line of work in this direction imn we 

hOeVe ever 
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Hare.— fragments of two essays in 

PHILOLOGY. By the late Julius Charles Hare, M.^ 
Arclideacoii of Lewes. Svo. 3 ^ 6d. 

Helfenstein (James).— a COMPARATIVE GRAMM/ 
OF THE TEUTONIC LANGUAGES : Being at the sa: 

time a Historical Grammar of the English Language, and co 
prising _ Gothic, Anglo-Saxon, Early English, Modern lingH; 
Icelandic (Old Norse), Danish, Swedish, Old High Geruir 
Middle High German, hlodern German, Old Saxon, Old P^risii 
and Dutch. By James Helfenstein, Ph.D. Svo. 

Morris. —Works by the Rev. Richard Morris, LL.D., McbiI 
of the Council of the Phiiol. Soc., Lecturer on English Languid 
and Literature in Iving’s College School, Editor of Specun< 
of Early English,” etc., etc. 

PIISTORICAL OUTLINES OF ENGLISH ACCIDENC 
comprising Chapters on the History and Development of 1 
Language, and on Word-formation. Fourth Edition. Feax'J- S’ 
6s. 

ELEMENTARY LESSONS _ IN HISTORICAL ENGLT^ 
GRAMMiVR, containing Accidence and Word-formation. iSii 
2s. 6d. 

Oliphant.—THE SOURCES OF STANDARD ENGLIH 

" By T. L. Kington Oliphant, of Balliol College, Oxfo 
Extra fcap. ,,Svo. 6s. 

Olipkemds book is, to oiir mind, one of ike ablesi afui 
sokolar/f couinbntioris to our standard English ive hasic seen for 

School Board Chronicle. The book conies nearer i 
history of the English latignage ikan anything ave" hare seen since 
history eotild be written,, withoict confusion and contradictkmsd 
SATUR DAY Review. 

Peile (John, M.A.)— an INTRODUCTION TO GRIG 
AND LATIN ETYMOLOGY. Bj John Peile, M.. 

Fellow and Assistant Tutor of Christ’.? College, Cambric! 
formerly Teacher of Sanskrit in the University of Cambrld 
New and revised Edition.' Crown Svo. /yIoj. 6d. 

‘‘The book -may be accepted as a very raluahic cantrihuHon to 
science of langnage .”— SATURDAY Review. 

Philology -THE JOURNAL OF SACRED AND CL/ 

SICAL PHILOLOGY. Four Vols. Sto. 12s. 6 d. 

THE JOURNAL OF PHILOLOGY. New Series. Edited by 

■ G. Clark, M.A., John E. B. Mayor, M.A.,/and W. At. 
Wright, M.A, Nos,. I., II., III., and IV. Svo. 4 a 6 r/, ea 
(Half-yearly.), 
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Freeman (E. AI)~—contmued. 

St. T/hW’as of Canterbury and his Biographers V. The Beign of 
.EuzjcrJ the Tfiird f'^ VI. The Holv Roman Empire F VIJ. 
Freirhs ami the Gauls VIIL ^Nlie Early Sieges of Paris f FT 
^Nrelerick the First, King of Italy X. The Emperor Frederick the 
Stccaiii XL ‘X/iarles the Bold;” XIL Frcsuiential Governm-ent.” 
—“ All oj them are taell svorth reading, and very agreeable to read. lie 
rezer touches a question laitlioui adding- to our compmehestsiou- of it, tviiJh 
JUS leaz-'ino the ifnpressioJi of an ample knozoledge, a righteous pnirpose, a 
dear andlosoofd tmderstajidingR — Saturday Review. 

A SP:C0ND series of historical essays, Svo, 

loj. 6A 

The pFriieipal Essays are:—Ancient Greece and MeiH.ezril Italy:” 
'Xfr. Gladstonds Homer and the Homeric Ages:” j'he J listeria ns 
ef .rdluas:” 77ie olthemdn Femomricy:” oIRrander the Great:” 
""Greece during the Glacedonian Period:” ^FlommseiP s History of Rome. P 
''''Lucius Cornelius Sulla The Flavian Ctcsars.” 

HISTORY OF FEDERAL GOVERNMENT, _ from the Foun¬ 
dation of tlie Acliaiaii League to the Disruption of the United 
States. Vol. I. General Introduction, History of the Greek 
Federations. Svo. 2ir. 

'OLD ENGLISH HISTORY. With Five Coloured Maps. Third 
.Edition. Extra fcap. Svo., half-bound. 6s. 

The book indeed is fdl of inslruction and inierest lo sludcnis oJ all 
e:ges, and he must be a luell-inpln mod man indeed mho zoil! not rise 
Jrom its perusal zoith dearer and more accurale ideas of a lop much 
::cgleclcd portion oJ EngUsh history.” —Speci^ATOR. 

HISTORY OF THE CATHEDRAL CHURCH OF WETXS, 
as illustrating the History of the Callicdral Churclies of the Old 
Foundation. Crown Svo. 3i'. 6d. 

TkeMsiory assimies in J/r. FreemaFs hands a signijicance, and, sue 
'ray add, a practical value as suggestive of zvhat a cathedral angkt to be, 
vjJdch make it zvell zoorthy of mention.” —SPECTATOR, 

THE GROAYTH OF THE ENGLISH CONSTITUTION 
FROhl THE ExlRLIEST TIMES. Crown Svo. 5 a Second 
Edition, revised, 

THE UNITY OF HISTORY. The LEcrroRE 

delivered in the Senate ITou.se, before the University of Cam¬ 
bridge, on Friday, hlay 24lh, 1S72. Crown Svo. 2s. 

GENERAL SKETCH OF EUROPEAN HISTORY. Being 
Voi. I. of a Historical Course for Schools edited by E. A. 
Freeman. iSmo. 3^. 6d. Fourth Edition. 

It supplies ike great z&ant of a good pmmdation for/listorloal tcaoH 
The scheme is an excellent one, avid'' this instalmeni has beept 
executed in a way^ that promises much for the volumes that are yet 
da appecerp'* —Educational Times... 
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ceded il, '-Luonld he to convey a very inadequate unpression^ rnriis. It 
stands alone as the one general history of the country, for the sahe of 
w/iic/i all others^ if young auil old are 7oise, will he speedily and .surely set 
aside. Il is perhaps the highest praise that can be given to it, that it is 
impossible to discover whether it zuas intended for the young or for the old. 
The size and general look of the hook, its vividness of 'narration, and its 
avoidance of ah St ruse argument, would place if cmiong schoolt>ooks ; hut 
its fresh and original views, and its general historical power, a;e only to 
he appreciated by those who have tried their own hand at ivriting history, 
and '•who hum the enormous dificuUies of the task.'^^ —Mk. Saimuet. R. 
GARDfNEf'i in the Academy. 

Hamerton. —Works by P. G. Hamerton: — 

TliE INTELLECTUAL LIFE. With a Portrait of Leonardo da 
Vinci, etched by Leopold Flameng. Crown 8vo. lo.r. 6F. 

We have read the whole book with great pleasure, and we eau re- 
commend it strongly to all stdio can aj)preciate qyrave 're/lcclions on a verj 
important subject, excellently illustrated from the resources of a- mdna 
stored with much reading and much keen observation of real ///a”— 
Saturday Review. 

THOUGHTS ABOUT ART. New Edition, revised, with ar 
Introduction. Crown 8vo. 8 a 6d. 

manual of sound and thorough criticism on arL ’— STANDARD. 
^Mhebook is full of thought, and woriliy of attentive consideration ^— 
Daily News. 

Hole —A GENEALOGICAL STEMMA OF THE KINGS 
OF ENGLAND AND FRANCE. By the Rev. C. Hole, 
M.A., Trinity College, Cambridge. On Sheet, u. 

Hozier (H. M.) — Works by Captain Henry M. Hoz'ier, 
late Assistant Military Secretaiy to Lord Napier of Mo,gdala. 

THE SEVEN WEEKS’ WAR ; Its Antecedents and Inddenls, 
Kern and Cheaper Edition. Witli New Preface, Maps, and Plans, 
Crown 8VO. 6 a 

“A// that Mr. Hozier saw of the great events of the war’---■and he sati. 
a large share of them—he des€7'ihes in clear and vivid languagef’— 
Saturday Review. 

THE BRITISFI EXPEDITION TO ABYSSINIA. Coiripilec 
from Authentic Documents. 8vo. gs. 

^ Thisf says the SPECTATOR, will be the account of the Ahys^ 
sinian Expeditioji for professional refere^ice, if -noi for frofessionai 
reading. Its literacy snerits are really very great. ” 

Hubner.— A RAMBLE ROUND THE WORLD IN iSyi. Bj 

M. Le Baron ITubner, formerly Ambassador and Mfinister 
Translated by Lady Herbert. 3 vols. 8vo. 25 A 
is dificiiit to do ample justice to this pleasant narrative (f irave* 
.... it does not contain a single dull paragraph ^—-MORNINO PoST. 
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Kingsley, Charles — continued. 

AT LAST : A CHRISTMAS in tlie WEST INDIES. With isearly 
Fifty Illiistralions. Tliird and Clieaper Edition. jNown Sv(.. 6 j. 

Mr. kin^slMs dream of forty years cons at lad J id/e ma, wacn he 


siarM an rc/msimas cxpcAtl^ii to ACsl Judies, j,'r i/is/•ur/ew y 

deemin'^ femouadv arauain/ed until the scenes udne/i re has so r/ru,.^y 

dcscribk in “ U'NxrJ IF I" These two vAumes eiryliejeuriieiiy ins 
Z.ey,ire. Frenis rf iiediirei! Mery, Aeiehes oftMicaiyNsenpe, euapters 
on knee,Hon, Sens of soeiofy, ol! find 'Mr fife. “ U e ran only^ say 
that Mr. Kin y!,y s aceoiini of a ‘ Ciiris/nnis in the lies/ /nines ‘sf"- 

ez'cry zeav zeo'rihy to ce classed anioay t.'/s /la/yves/ /o omuc/ioms. - 
Stand.vrd. 


TflE ROMAN AND THE TEUTON. A y^Hcs of Leclurcs 
delivered before the Univensity of Cambridge, 'ovo. 12J'. 

PLAYS AND PURT'i'AXS. and oilier Tlistorical E.ssays. Witli 
Portrait of Sir A’ ALTER RALKioii. Crmin Svo. S-f. 

In addition to the Essay montioned in Ihc titio, this no/nino contattts 
other tzi-e,-one an “Sir' IFa/fr J/a/eiyh and his Time, ana one on. 
Froudds Ilistary of Euylaiid. ” 


Kingslei/ (Henry, K.R»G'.S.)-~”For other YCorks by same 

Author, .Ay Belles Lettres Catalogue. 

T4LES QF OLD TRAVEL. Reoiarraied by 1 Ienry Ktngsl'EY, 
V.R.G. S. With EfIU IllusireUions by H UARD, ihmirLli iuhlion. 

Crown Svo. 6 a r r r 

ITb kno2u no better book fir those zmio utant kriomeage or seefc lo 
refresh it. As fir the Ac/isationa/,' nwsl novels a/re Uimc emifivvd uritu 
these //fimz/Acy.”*—A thenaeum. 


Labouchere.—DIARY OF THE BESIEGISi:) IbESlIVENT 

IN PARIS. Reprinted from, the Faif Nesas^ \v:tu.i^ seveni!^ N t.A.v 
Letters and Preface. By Henry Labouchere. ddird Eaiiwn. 
Crown Svo. 6 s. 


Laocodil..— Translated from the Text of I.essiiig, with IhxTace and 
N<^tL by the RLrbt Horn vSia Robert j. PunJ.1 M'»R!s i).C.L 
"With Photographs. Svo. I2.L 

Leonardo da Vinci and Ms Works,—Comdsiiiuf of ^ 

Life of lieoiianlo Da Vinci, !>y Mils, Charles IV. llEA'i'CN 
Author of 'AUbreclit Dilrer of NiiniberL;-,” kc., anJAsnyoii hi 
Scientific and Literary Works by C!!.yh.. its (...H RiS'i'iyui-H 
Black, M.A., and an accoinit of his more iinportnnt Paint mg 
and brnwings. llliislrated with Perrnancrit Ihiotographs. .Roya 
Svo. doth, extra gilt. 3IA 6A ^ 

A beautiful voiunitf both unthout (ind ztiillyu. Afessrs, Mumut/uit 
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Martineau .—^^biographical sketci-ies, 1S52—186S. 

By Harriet Martineau. Third and Cheaper Eaitioii, Avith 
New Preface. CroAAni Svn, 6s. r ^ ^ - 7. 

‘EH/A MartincaRs large literacy and ncr Jine intehectual 

irernin^ make these little skeickes more instructive^ and constitute tJieni 
^norc ''inubiclv leorks of art, than many more ambitious and diffuse 
bio^raf'IitSS.'' —FORTNIGH.TE'V I'vEA'^IEW . 


'Masson (David). —For other Works by same Author, see Philo¬ 
sophical and Belles Lettres Catalogues* 

LIFE OF JOHN hllLTON. Narrated in connection with the 
Poliiical, Ecclesiastical, and Literary History of his Time. By 
David IMasson, M.A., LL.D., Professor of Rhetoric and English 
Literature in the University of Edinburgh. Vols. I. to III. with 
Portraits, I2 a Vol. IL, 163S—1643. Svo. i6a AHl. III. 
1643—1649. Sa^o. iSa ^ 

This zuork is 7 ioi only a Biegraghy, hut also a continuous Folifical, Eccie- 
siastical, and 'literary History of England throigh MiltoEs zvhole time. 


CHATTERTON : A wStory of the Year 1770* By David Masson, 
LL.D., Professor of Rhetoric and English Literature in the Uni- 
versitA^ of Edinburgh. Crown Sa^o. 5r. ^ 

“ One of this pjndar wfifeds best essays on the English pets. — 


Standard. 

the TEIREE devils : Luther’-s, Goethe’s, and Milton’s ; and 
other Essays. Crown Svo. 5r. 

Maurice. —TEIE FRIENDSHIP OF BOOKS ; AND OTHER 
LECTURES. By the Rev. F. D. Maurice. Edited Avilli Pre¬ 
face, by Thomas Hughes, M.P. Ciowm Svo. los. 6d. __ ^ 

“ The high, pure, sympathetic, and truly c/iaAtable nature of Hr. 
Haurice is delightfully visible 'ihrotigJiout iJuse lectures, zcuiuh ai t\..co.- 
cdlentO.adizpted to spread a love of literature amojzgst the peopled— 
Daily News. 


Mayer (J. E. B.)—WORKS edited by John,E..,„B. Mayor, 
M.A., Kennedy Professor of Latin at Cambndge 
CAMBRIDGE IN THE SEVENTEENTH CENTURY. Part IL 
Autobiography of MattheAV Robinson. Fcap. Svo. 

LIFE OF BISHOP BEDELL. By his Son. Fcap. Svo.. 3A 6d. 


Mendelssohn. —LETTERS x\ND RECOLLECTIONS. By 
Ferdinand Hiller. Translated byM. E. Von Glehn. With 
Portrait from a DraAving by Karl Muller, n cart ' before pub¬ 
lished. Second Edition. Crown Sa^o. 7j. 6A 
“ This is a very 2 nterestmg addition to our knoioledge op the ■ great 
Geriiiiiu coniposer. It reveals kini' io^ us under a nezv light, as t/ie zuarm- 
^Eeafied comrade^ the -inusician zvhase soul was tn Jus n'orn, and the Juwte* 
loving, dofiustic manT — Standard. 
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pieces of historical compasztton of %vhlcli Erctfice has to hoastS and thr 
S.A/J’URDAY Review cnlis it eccctfleni irmisIaMou of a 7oorh o/i ct'ci'i 
gnvi/kf acsei z'lir^- to Ic traiis/atel. It Is ■u-nifuestionallv and hiinicasurelhv 
the best that tias been prodi'CcI. It is in fact the oiily 1.0011 to ivJi.icIi 7, >,• 
can turn jor an accurate ana rrustivorf/iv narrative of t/iai extracriliihiri 
career. . . . The oerh is thcxAt and imKrl the only trusiioort/i}'his/oi e 
oj N'afoleon ivhich has been wrifienT '' 

Owens College Essays and Addresses.—By Pro. 

FESSORS AND LECTURERS OF OWENS COLLEGE, IMaNCHESTIO^ 
Pul:)lished in Commemoration of tlie Opening of the New Colle>-'«’ 
Ikiildiiigs, October yth, 1873, Svo. 141-. 

This volume contains Refers inOke Duke of Devonshire, IC G.,T.R S - 
Trofssor Creenioood {Trincfal]; Prqfssor Roscoe, F.R.S. ; Troferoi 
Balfour SteioarL RR.S. ; Frefessor Core; W. Bovd Dawkins, F.R.S - 
Kfessor Rtymlds ; Fiv/essor J-VilRamson, F.R.S. ; Professor Gamyee' 
Prefessor JPnktns: Professor Tkeodom’s ; Ilermmm Bnyfiiann; Prr- 
fessor Biyce, D.C.L ; Prof’ssor fevens ; and Professor JVard. 

Palgrave (Sir F.) —HISTORY OF NORMANDY ANi ! 
OF ENGLAND. By Sir Francis Palgrave, Deputy Keepui 

of Her Majesty’s Public Necords. tompletiiig the History to tlu' 
Death of William Rufus. Vols. II.—IV. 2IA each. 

Palgrave {W. G.)—a narrative of a year’s 

JOURNEY THROUGPI CENTRAL AND EASTERN 

ARABIA, 1S62-3. By William Gifford Palgrave, late rti 
the Eighth Regiment Bombay N. I. Sixth Edition. With Mxyy 
Plans, and Portrait of Author, engraved on steel by Jeens. Crown 
8vo. 6s. 

lie has not only written one of the best books on the A nibs and (>n, 
of the best books on Arabia, imf he has done so in a fnanner that vin^. 
LOniniaiid ike respect -no less than the admiration of his fdlow-conn/ri 
men, ''’—Fortnigiitly Review. 

ESSAYS OF. EASTERN QUESTIONS. By W. Giffoem 
Palgrave. ' 'V 8vo. ., 10 s. 6d. 

“ 7/h’iv are full of anecdote and interest. The book is decidedd 

a vahiabpe addifou to the stock cf literature on which men mn.u 
base t/ieir oprnion^ of the dif mdt social and pmliiical problems si( ■ 
gested Jjy the designs of Russia^ the capacity of Mahometans 
sovereignty, and the good government and reiention of Indlal' 
Saturday Review. 

ESSAl; S ON ART. Extra leap. Svo. 61 

Milreadv—Dyce—IIohnan Hunt—Herbert—Poetry, Prose, and Sen* 
satwfiaUsm in Art—Sculpture in England—The Albert Cross, 
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l-'itMi Portraits. They have been carefully selected front a lot!^ hu , and 
Mill.- found to cotdain some of the artist s most finished ^ ana ceC- 
bmdd soorks. Where if is possible brief memoirs have been gn’en. Jtie 
« Much have been made as perfect as possible, tvill da somduins 

% 7dplv the teant created by the excessive rarity of 

and eiible the public to possess, at a moderate price, twenty Jad/iJnl tfie- 
serdationsofthe choicest 'works of our greatest national faintei. 

T?obinson (H. Crabb).— THE HIARY, REMINISCENaiS, 
* AND CORRESPONDENCE, OF HENR\' CRAB.B KOI> N- 
SON Banister-at-Law. Selected and Edited l>y llUMAS 
Sadler, Ph.D. With Portrait. Third and Cheaper Edition. 
TwoVols. Crown Svo. I2r. 

TIw Daily News says: “ The two books 'wlnen. are mast li.ui\ to 
snrufoe eliange of literary taste, audio charm 'while Tnslructtng genendiou 
Z^^]^nerdiol are the ‘Diary' of Pepys and Jlosjf s Mfe oj 

4 jJuis 071 ’ The day will come when to ihese many will addl/ie Diary oJ 
Henrv Crahb Robinson: Excellences like those which render i/ie RrsonaI^ 
revdaiions of Refys and the ohseimations of Boswell such fleas ant reaifm^i^ 
abound in this ivork:^ 

Rogers flames E. Thorold).—HISTORICAL GLEAN¬ 
INGS ; A Series of Sketches. Montague, Walpole, ^Adain Siiuth, 
Cohbett. By Prof. RoCxERS. Crown Svo. 4,^. 6^/. ■ Second Seiicb. 
Wiklif, Laud, Wilkes, and Horne Touke. Crown Svo. Oj. 


By 

ihc‘ 

ohl~ 
ire ; 
'dry 
diies 
'The 


Seeley (Professor).-—LECTURES AND ESSAYS. 

J. R. Seeley, M.A. Professor of Modern History ni 
University of Cambridge. Svo. loj. 6d. 

Contents: —Roman Imperialism: i. He Great Roman J\te 
tion; 2. The Proximate Cause of the Fall off he Romani nmh 
3. The Later Empire,—MiltoEs Political Opinions^ — 

_ Elementary Priiicifles in Art—Liberal Education in oniueri 

_ Endlich in Schools — I he Church as a leather of Ho'} a ly 

Teaching:, of Politics: an Immgtiral Lecture delivered at Cambridge 

Sime.-— HISTORY OF GERMANY. By James Sime, M.A. 
iSmo. 3A Being Vol. V. of the Historical Course lor Schools, 
Edited by Edward A. Freeman, D.C.L.^ 

This is a remarMUy clear and impressive History of Germa-uy. Its 
oTcat es'ents arc wisely'kept as central figures, and ike smezilar iraenis yiie 
Carefully kepi not only subordinate and subservient, but nicist skeifidly 
woven into the tcxiiire cf the historical tapestry piresenied la the ey(.. — 
Standard. 

^•'Somers (Robert).—THE 'SOUTHERN STAT.ES SINCE 
THE WAR., By Robert Somers. With Map. Svo. 9-^’. 



